April 12, 1919 


THE OUTLOOK 


The Victory Loan—Condition of the Bond Market—Foreign 
Money and Exchange—Foreign Security Offerings in 
America—Business Conditions—Market Prospects 


ANKERS and investors are now looking forward and laying their plans to partici- 
pate in the Victory Loan. The extent of public participation can as yet only be 
guessed at. It has been a favorite theory with many that now that the war is over 

the people would not rally to the support of the next loan with the same enthusiasm as here- 
tofore, and therefore the banks would have to take a larger share. 
Effects of the Victory Loan 


N FACT, the banks themselves are preparing to subscribe heavily if need be. That 
they are accumulating idle funds for the purpose is shown by the call money market 

at New York, where there has recently been an oversupply of loanable funds at a 
4% rate, while the rate for time money and commercial paper remained at sYafe- 

It may easily be, however, that these lugubrious expectations will be happily disap- 
pointed. While the rate for the new loan has not yet been announced, it may be taken for 
granted that it will be attractive in view of the tax exemption features that will probably 
accompany it. The good demand for the War Finance Corporation’s issue of $200,000,- 
000 5% one-year notes shows that capital is still in supply for satisfactory opportunities. 
= the assumption that American patriotism will not outlast the war is certainly a mis- 
taken one. 

The gradual softening of bond prices since the end of February is due to prospective 
big demands for capital, not only for the Victory Loan but also for the railroads, for the 
public utilities, and to promote foreign trade by sales abroad on credit. Having wasted its 
substance in the riot of war, the world is necessarily short of capital and must remain so 
until new accumulations can begin. And so far, although the war is over, war expenses 
continue. 





Bond Market Relatively Firm 
N VIEW of this situation, the great resistance offered by bond prices against further 
declines is gratifying. During the last six weeks the average decline in bonds has 
been only about one point and they are still some three points above the low level 
touched last year before the peace rally. 

This is, of course, due to the low scale of bond prices; for in a broad way 
any sort of market will offer greater resistance to sales at low prices than at high. Often- 
times it may take some time for this resistance to make itself felt, for many buyers hesitate 
to purchase in a falling market because they hope for still better bargains. But many 
others have their eyes fixed on investment yields alone and realize that they cannot hope 
to buy at the bottom unless by accident. 

_ Certainly in the present bond market it is unwise for investors to wait for better bar- 
gains. Average prices for American corporations bonds are now the lowest for 40 years 
and are still close to the bottom of last year. A great advance in bonds eventually is as- 
cured. whale ot the best the buyer could hope for caly « trifling decline from the prevent 
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Railroad Stocks 


HE railroads as a whole are not getting into any stronger position in the matter of 
earnings, nor is the turn of the tide yet in sight. Wages are very high, the cost of 
materials and equipment has fallen but little, the cost of new capital is high, and 

current railroad business is light. 

Under Government operation these costs are passed along to Uncle Sam and the roads 
are guaranteed a tolerable income—but this is not strengthening them for the future. It 
seems certain that the roads will be returned to their owners, and probably in about the 
same condition as when they were taken over. Some minor economies will doubtless be 
worked out as a result of combined operation. But on the other hand the roads have made 
no progress for some years; and the conditions of wages, costs, taxation and rates under 
which they will be returned to their owners can only be guessed at. 

In spite of all this, the average price of 25 rails is now ten points above the low point 
of December, 1917. That low point represented the nadir of discouragement under 
private ownership, but the main reason for higher prices now is that the Government 1s 
responsible for the bills. 

The railroad stocks should benefit from the better supply of capital that will become 
available after the new loan is out of the way and especially after more of our troops return 
from Europe, so that war expenditures can be reduced to a minimum. They should also 
benefit from the better business conditions which are probable later in the current year. 
But the main consideration affecting their prices will be the conditions under which they 
are returned to private ownership. If they are allowed to charge the rates necessary to 
meet their.costs and leave a fair balance for dividends, their stocks will again attract in- 
vestors. Until these conditions are decided upon, a narrow and sluggish market for the 
rails is to be expected. 


Foreign Money and Exchange 


N the last issue we called attention to the fact that although the current exchange 
rates make the American dollar worth several cents more than a dollar in England, 
nevertheless English commodity prices are relatively higher than ours, so that the 

exchange situation ought not to interfere seriously with our exports to that country. 

We find on further investigation that French and Italian prices are still higher in 
proportion to ours than even those of England. According to Prof. Bachi’s index num- 
ber of Italian wholesale prices, they were at the end of 1918 about five times those of 
July, 1914; but Bradstreet’s American price index was only two and one-fifth times 
that of 1914. And French prices were relatively about 60% higher than ours at the 
end of 1918, if we assume the relation of 1914 to have been normal. 

Therefore, although the dollar is now worth about $1.14 in France and $1.38 
in Italy, it is clear that this difference would not interfere with exports—provided French 
and Italian money is intrinsically as good as ours. 

As a matter of fact both these nations have issued immense amounts of paper cur- 
rency which, although nominally redeemable in gold, is not actually so redeemable; and 
there can be no doubt that their money is now really at a premium over gold, just as our 
money was in the Civil War. This premium never gets a chance to express itself, since 
practically all the gold in those countries is now in the hands of the Governments. 

It seems clear, then, that the present big discounts on foreign exchange here are in 
part due to the fact that the American dollar is a gold dollar, while gold cannot be 
obtained in any considerable quantity for any kind of European belligerent money. 

It will be seen that the factors entering into the foreign exchange situation are now 
very complicated, so much so, in fact, that bankers are very much at sea as to the out- 
come. Our view is that America’s excess of merchandise exports over imports will con- 
tinue large, but that it will gradually diminish in volume, and that foreign exchange will 
continue at a considerable discount on this side, not only because of the large payments 
constantly due us from Europe, but also because it must be some time before European 
paper money becomes freely exchangable for gold. 
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Foreign Securities in America 


T is to be noted that the foreign exchange situation facilitates sales of foreign securities 

I to American investors. When 90 cents at New York is equal to $1.00 in Europe, 

a $1,000 bond can be sold here for $900 and still return $1,000 to the foreign seller 

a $1,000 bond can be sold here for $900 and still return $1,000 to the foreign seller 

—since he gets a $100 profit on exchange. A 5-year 5% bond sold to our investors at 

90 would bring them a yield of 7'4A% to maturity, adding greatly to the attractiveness 
of the security. 

Paul Warburg suggests the creation of an investment trust—similar to the American 
Securities Corporation, which took over miscellaneous French collateral and issued its 
own stock to investors here. It is highly probable that something of the kind will be 
done after the Victory Loan campaign. It is a constructive and practical plan. 

A fraction of one percent would pay the cost of organizing and managing such a 
trust, while the guaranty of the trust, based on a variety of different securities handled 
by it, would be well worth to the investor the slight additional expense. And the trust 
would have the great additional advantage of substituting a known security for those 
which are, to the great mass of American investors, entirely unknown. 

The possibilities of our export trade would be greatly enhanced by the sale of 
foreign securities here, thus giving the foreigner the means with which to buy our goods. 


Business Conditions 


HILE many lines show improvement, it cannot be said that business readjust- 
Wires has been completed. Copper metal prices are presumably at or near rock 

bottom, being back to the pre-war level. In dry goods, merchants and jobbers 
report that their stocks are moving easily, as a result of moderate price reductions. Build- 
ing construction is slowly increasing. Cement prices have fallen but lumber is practically 
unchanged—not having risen so much in the war as other construction materials. 

The steel situation has suffered because of divided counsels among Government 
officials, for which there seems. to be little excuse. ‘The plan of Government stabilization 
without actual price-fixing was a difficult one in any case, and success could not be hoped 
for without full agreement by the different departments. 

The refusal of Director-General Hines to buy steel for the railroads on a non- 
competitive basis was certainly warranted from the point of view of the earnings and 
prospects of the roads, which indicate that they should buy all materials and supplies at 
the lowest available prices. 


In the iron and steel market, therefore, it is still uncertain whether readjustment has 
proceeded far enough to warrant the expectation of renewed activity. 


Prospect for the Market 


E see no reason for advances in railroad stocks at present, aside from a few 

issues which have exceptional earnings or special prospects for the future. In the 

coppers, there is a long-pull investment accumulation, although any important rise 
> these issues is unlikely just now. 

The market for industrial stocks is, generally speaking, now in the hands of the . 
public, which in many issues has been running away with prices regardless of value or 
earning power. There has been heavy realizing by some of the large interests which 
bought at lower levels, but so far that has retarded the advance without creating any im- 
portant reversal of the movement. It must be remembered that the public now has billions 
of Government bonds which form the best possible collateral on which to borrow. It is 
impossible to predict how far this public buying may carry prices, but we believe that 


many industrial issues are now in an unsafe position and that it is dangerous to participate 
in sharp advances from this level. 


Monday, April 7, 1919. 





PEACE WILL BRING GREAT 


INDUSTRIAL ACTIVITY 


S. R. GUGGENHEIM 


Our Future Lies in Developing Home Markets and Sup 
plying World with Raw Materials—Should Remove Trade 
Restrictions—Labor Problems and High Cost of Living 


HE name Guggenheim needs no 

introduction to the readers of 

THE MaGazine oF WALL STREET. 
Mr. S. R. Guggenheim, who gives here 
his views on the industrial and financial 
situation, is also no stranger to our sub- 
scribers. He is a member of the firm of 
Guggenheim Brothers and recently re- 
signed as Chairman of the Executive 
Committee of the American Smelting & 
Refining Co. to give his attention to 
other large Guggenheim interests. 

Mr. Guggenheim seldom speaks for 
publication, but at the request of THE 
MAGAZINE OF WALL STREET consented 
to outline his views of the situation as he 
sees it. “Business is good,” he replied 
in answer to the first question. “By that 
I do not mean that business is booming, 
for it is not. But it is far from being as 
depressed as many seem to think. 


Future in Home Markets 


“My recent trip to Europe convinced 
me that America’s immediate future lies, 
first, in the development ‘of our great 
home markets and, secondly, in the mar- 
kets of those countries which have not 
suffered the material devastation and 
financial exhaustion of the belligerents. 
My trip took me to England and then to 
France, and as I had made many trips 
to these countries before the war, I was 
able to see and appreciate, by compari- 
son, many of the economic conditions 
- resulting from the war, both in England 
and France. . 

The dislocation of business and des- 
truction of property is so extensive that, 
in my judgment, the European countries 
will be occupied, I might say absorbed, in 
recovering from the effects of the war. 
I believe that reconstruction will be par- 
ticularly their own concern, because the 
purchasing ability of the belligerents, al- 
ready severely limited, will be still more 


limited during the period of reconstruc- 
tion. There, unless labor conditions be- 
come more difficult, thus driving Euro- 
pean capital abroad, it may be assumed 
that capital will stay at home. 

Peace Will Bring Activity 

“The one thing required to set the in- 
dustrial wheels of the world in swift 
revolution is a speedy peace. Owing to 
the highly disturbed condition of Euro 
it is to be expected that efforts will be 
made to hasten peace. I rather look to 
see those foreign neutrals which have 
prospered exceedingly from the war to 
attend to the financing which the bel- 
ligerents will require from outside of 
their own borders. 

“But one thing you may depend upon,” 
and upon this point Mr. Guggenheim laid 
the greatest emphasis, “Europe will find 
it necessary to come to this country for 
the major portion of its raw material 
requirements. Nations may come and 
go, dynasties rise and fall; you may even 
demonetize gold or silver, but you can- 
not eliminate the demand for nor des- 
troy the values of wheat or wool or 
copper or steel. 
~ “The restrictions on trade, which this 
country willingly accepted as necessary 
to the process of ridding the world of the 
threat of Prussian militarism, should 
now be removed. It is inconceivable that 
labor. will accept lower wages. scales 
while the cost of living remains as high 
as it is at. present. The Government 
should.bear the loss on its wheat transac- 
tions caused by the reduction in the price 
of foodstuffs—in short, no stone should 
be left unturned to bring down. the cost 
of living. .Only in this way will labor be 
able to accept a fair wage and one which 
will enable us to enter and command the 
markets of those countries which have 
the ability to pay their imports without it 
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being necessary for us to finance them. 
“Reverting to the subject of labor, the 
thought has often occurred to me recently 
that it is not unlikely that we are on a 
higher wage-scale plane and a generally 
higher cost plane which may prevail for 
a long time. If this is the case, this 
country will be at no disadvantage with 
the rest of the countries of the world. 
“The great impetus, however, will 
come with peace. All over the world 
merchants are delaying their orders 


awaiting the realization of that great 
event. When peace comes I look for a 
big demand for American raw materials 
and great industrial and commercial ac- 
tivity. They say that Wall Street dis- 
counts the future. It may be that the 
great activity in the securities markets 
recently which has puzzled many experi- 
enced observers, is a forerunner of the 
big times which I expect will materialize 
very shortly after the peace treaty is 
signed.” 





One Billion for American Exporters 


By Greorce A. GAsTon 


HE proposed loan of $1,000,000,000 
by the War Finance Corporation 
to importers here is, in my opinion, 

a step in the right direction. , 

It alleviates the evils besetting Europe 
to some extent, although, of course, ic is 
only a relatively small amount as com- 
pared with what will actually be required 
to be of real help. 

The theory to be borne in mind is 
that anything that affects Europe, wheth- 
er for bad or for good, affects this coun- 
try in the same, measure. Our country 
had this in mind when they made ad- 
vances to the Allies, which now reach a 
total of almost ten billion dollars. There 
are lines, of course, in which our Gov- 
ernment endeavors to support and help 
European nations but they must confine 
themselves within those lines. That is 
where the idea of making further ad- 
vances through the War Finance Cor- 
poration came into existence. 

The War Finance Corporation natur- 
ally works on different lines than would 
the Government itself, and tries to bring 
into play additional safeguards in the 
loaning of this money to exporters. 

Thus, it is believed, one of the safe- 
guards the War Finance Corporation is 
trying to bring about is to have the banks 
abroad that open credits on behalf of 
the importer over there become responsi- 
ble to the War Finance Corporation in 
addition to the bank that would accept 
in this country under such credits. The 
acceptances themselves would then be 
discounted by the War Finance Corpora- 
tion at their own rate, which is higher, 


however, than the discount rate now 
obtaining in the open market on prime 
acceptances. 


Georce A. GASTON, 


While ordinarily such an offer would 
not be taken advantage of, the fact that 
the War Finance Corporation’ will renew 
these acceptances from time to time as 
they mature, for a period of five years, 
if required, offers in this case an excuse 
for accepting a higher rate. 





FINANCIAL INDEPENDENCE 
AT FIFTY 


How Will You Stand At That Age?—The Period of 
Preparation Is To-day—Securities For the Investor at 
the Age of Twenty, Thirty, Forty, Fifty and Upwards 


By VICTOR DE VILLIERS 


HE thoughtful investor who will 

take the trouble to examine the 

driving force beneath human effort, 
for the purpose of so regulating his af- 
fairs that his own pressing problems may 
work out to his ultimate advantage, might 
well start at the beginning. In those 
introspective moments when we contem- 
plate the future we are prone to overlook 
the present. 

It must be admitted that our deepest 
concern revolves around our probable 
physical and financial condition twenty, 
thirty or forty years ahead. Those who 
do not concern themselves about the fu- 
ture are living the existence of the os- 
trich, whose cure-all for the direct woe is 
to bury its head in the sands. Our read- 
ers are, fortunately, not in that class. 

Mere continuous effort, accumulation 
without a system or fixed plan, niggardly 
economy on the one hand and reckless 
prodigality on the other are not specifics 
for a serene old age. We well know that 
even strict attention to business, a policy 
of “sawing wood” or the process of 
spending little and accumulating much 
does not always work out in the accepted 
dramatic formula of “living happily ever 
after” fifty. A deliberate study of actual 
results compiled for THE MAGAZINE OF 
Watt Srreet by an eminent statistician 
leads to some amazing revelations, which 
prove that the aforesaid good intentions 
do not materialize in practice. The fig- 
ures prove: 

1. At the age of forty-five, only 4% 
have accumulated anything—and kept it. 

2. After fifty, not one in a hundred 
can recover his financial footing, and not 
more than 2% are independent. 

3. At sixty-five, the number dependent 
on relatives or charity has reached 85%. 

It is obvious from these figures, taking 
into consideration the fact that America 
stands foremost among wealthy nations, 
that there is something wrong with the 
entire scheme of things. What is it? 


The Impulse of Self Preservation 


Behind the excited movements of the 
city’s teeming millions, the Gargantuan 
skyscrapers, the roar of the trains, the 
din of the trip-hammer ; even behind the 
human emotions of friendship, enmity, 
love, hatred, rivalry, approval or jeal- 
ousy, can be traced the Primary Force 
that actuates energy. The percentage of 
those who work for the love of working 
is considerably less than those who do so 
out of the conviction that it is a case of 
work or starve. The wage-earner who 
leaves home before the day has dawned 
on a winter morning does not even pre- 
tend that he likes it. 

The Force that dictates Energy is Self 
Preservation. 

The first graph depicting the tender 
years of the investor’s career, from year 


- zero to twenty, represents the period of 


initial preparation in the art of self-pre- 
servation ; and unless the young investor 
is endowed with the fortunate circum- 
stance of having wealthy parents, the 
majority start upon a fairly equal footing 
asarule. But the uniformly poor results 
attained in the end, as is shown by the 
second graph, are too universal and gen- 
eral to admit of the possibility of acci- 
dent, misfortune and the like, and must 
be attributed to faulty methods on a gen- 
eral scale. 

The graph clearly indicates that the 
start has been delayed, and plans for the 
future have been obscured in a mass of 
complacency, accentuated by ignorance. 
Or, that plans for the future have been 
put off indefinitely—until the future. 

Ninety-six per cent of us reach the age 
of forty-five with little to show for 
twenty-five years of labor, except ambi- 
tion, good intentions, and perhaps an 
expectant family still patiently waiting 
for these abstract qualities to materialize 
into something which may do them some 


good. 


(1067) 





1068 


THE MAGAZINE OF WALL STREET 





For twenty-five years about 96% of 
us have mostly traded our energies for 
generalities: the latter being only nego- 
tiable in the poor-house. 

The balance, four out of every hun- 
dred, have avoided becoming a burden 
upon others. 

The Veteran of Twenty-One 

We need go back no further than the 
age of twenty-one to find out why the 
average American, citizen-member of a 
wealthy nation, finds the greater percen- 
tage of his fellows dependent upon rela- 
tives or charity for the means of sub- 
sistence at a time when he should be 
independent. Behold the average young 
man at the age of twenty entering the 


power during productive period; 
Faulty investment methods in handling 
surplus. 
receding these errors, sandwiched in 
between them, and in fact oozing out of 
every pore of each one of them is, I 
believe, the mistaken notion that it is 
impossible to save enough to make the 
saving worth while. This is a national 
excuse, and like a good many other mis- 
takes has become popular because nearly 
everybody else says and thinks the same. 
The Prodigal American 
That the American is a good spender 
few will deny. We impress the world 
by our spending power rather than our 
saving power. 





THE ELEMENT OF AGE IN BUSINESS. 
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business world, determined to conquer it 
and all its obstacles. What veteran of 
twenty-one years’ experience is not com- 
petent to perform this feat? 

The second graph presents his ma- 
ture outlook in correct perspective: 

There are six main reasons for the un- 
satisfactory results obtained by the aver- 
age man: 

Lack of any plan; 

Lack in our educational system which 
should train at the high school stage; 

A delayed start; : : 

Good plans not pursued with consis- 
tency ; é 

Insufficient conservation of earning 


It is not out of place to point out that 
the French, British, Dutch, Belgians and 
other Europeans have always considered 
it their duty to save and invest. They 
have done so in spite of the disadvan- 
tages of direct taxation, and an extremely 
narrow margin between the cost of living 
and their income. 

If any proof of our ability to save is 
needed, the reader is reminded that no 
better instance of our power to do so 
can be given than the striking over-sub- 
scription of over twenty billions of dol- 
lars in Liberty Bonds, taken, absorbed 
and in large part saved by the American 


people. 
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We can save if we want to, or have to. 
That which we have been able to accom- 
plish under the stimulus of patriotism 
we can continue to do under the prompt- 
ings of our own self-respect; in the ab- 
solute assurance that a consistent plan 
and early start will do much to take us 
out of the class of that 85% who “at 
Sixty-five are dependent on relatives or 
charity.” 

To illustrate the value of a plan and a 
start the author will relate a personal 
experience that taught a lesson in the 
elements of “becoming an investor.” 

A prominent daily was editorially dis- 
cussing the position of a certain railroad 
some years ago, and caustic comment 
surrounded the alleged action of the 
“insiders” in depressing the market value 
of the common stock from around par, 
$100, to its then quoted figure of $20 2 
share. The editor opined that the shares 


were honestly worth $100, but through 
the reported dishonesty of certain inter- 
ests alleged to be behind the market, the 
shares had no place to go at $20. Inter- 
esting particulars were given of the 


strength of the road, its strong control, 
and emphasis was laid upon the desire 
of those who owned the stock to own 
more. Briefly, it was claimed the shares 
were artificially made to “look sick” for 
the purpose of further accumulation. 

The writer mentally compared these 
interesting figures. There was plenty of 
stope between $20 and $100 to afford 
interesting possibilities, regardless of the 
opinions of the worthy editor, or of the 
moral right of the manipulators to de- 
press their unfortunate stock. The writer 
did not “take sides” nor sympathize ; he 
wasted no time in buying—20 @ 20. 

It matters not that the editor was a 
poor judge of the market inasmuch as 
the shares did not reach par. The fact 
that the author only received about 60 
in two years is only a pleasant memory. 
The point is that from the moment the 
purchase was made no one was more 
interested in that railroad than the owner 
of the 20 @ 20. No one knew more 
about its history, earnings and prospects 
than the new investor who was created 
by the desire to accumulate and held by 
interest. No one felt more competent to 
tackle even its presidential job than the 


man who formed a plan and made a 
Start. 


The Cure for Prodigality 


The reader who hopes to find a golden 
rule in these articles, whereby his future 
affluence is going to be assured by a 
simple formula, will be disappointed. 
But some practical and helpful sugges- 
tions can be made. 

It may be stated in a general but posi- 
tive way that nothing was ever accom- 
plished without a start. If a false start 
be had—and many who read this have 
probably made false starts—it is better 
than no start, in the same way that some 
of our ancestors worshipped miscellan- 
eous gods with feet of clay out of mis- 
taken but good intentions. They made a 
start and meant well, and these principles 
bring results. The courageous ones who 
will face the starting post are sure to 
finish reasonably close to the goal by 
will, patience, and study. 

Aiming at “Financial Independence at 
Fifty” should commence at twenty years 
of age, if possible. If the investor has 
missed his chance of commencing so 
early he should begin “as soon as possi- 
ble.” It is never too late to begin, as 
the handicap of tardiness may be over- 
come by the sure, swift work of com- 
pound interest, which once started on its 
journey goes on interminably, ever 
growing larger and stronger as the years 
go by. 

The important accumulations of capi- 
tal by some of our most prominent rich 
men have not been the result of chance, 
accident, speculation, or plain hard work 
on the part of the individual. The hard 
work has been at the instance of their 
initial accumulation, which has been set to 
work, early and efficiently. And when 
money works systematically it knows 
neither the dinner gong nor bedtime. | 
Compound interest is automatic accumu- 
lation and reaccumulation, even. while 
the owner sleeps. 

Contrary to general belief, it is not 
necessary to put off the pleasure of being 
an investor indefinitely, for lack of a 
large surplus. Neither is it necessary to 
listen to the allurements of the stock- 
salesmen-solicitors of highly speculative 
low-priced oil, mining, and other “securi- 
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ties” in an endeavor to convert one hun- 
dred dollars into a thousand almost over- 
night, by the specious argument that 
others have done it, or that it is not 
worth while investing to receive “a pal- 
try 6 or 7 per cent.” 

The greatest fortunes have been 
founded on the steady and consistent ac- 
cumulation of capital compounded annu- 
ally at 6 or 7 per cent. Still larger ones 


have been lost by endeavoring to get rich 
too quickly; and the stock-salesman-so- 
licitor never fails to argue that the only 
way to acquire wealth is to take a flier 


any fly quickly. 


Conservative Beginnings 


I cannot attach too much importance 


veriest tyro that these are recognized 
investments of an income-producing 
character, nor to defend my choice. I 
might have chosen Liberty 3%4s and 
Atchison, or Steel 5s and Illinois Central 
with equally good results so far as meth- 
ods are concerned. I have chosen repre- 
sentative examples of a bond and a stock 
which are standard in their class, and 
regardless of statistical opinion whether 
Pennsylvania is on the up or down 
grade; and with still further indifference 
to the trend of the market as affecting 
the ups and downs of Pennsylvania mar- 
ketwise. The conservative investor must 
stick to a standard brand of goods such 
as a bond with a four-hundred-year rep- 
utation to lose, and a stock that repre- 
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Either success or failure is settled, "No. 
days of grace are allowed. 


40 
NOW OR. 


Danger ‘Line 45 
35 





; : This is the age of caution 
at man must not specu- 
: late, for he has all to lose 
: and nothing to gain. 
‘He looks for security, 
: not high rates of interest. 


: At 65, 859 of the men 
: still living ere dependent 
ten children, relatives or 
: charity... 


NEVER 


At 45, 

16% are dead; 

65% are self « ing; 

15 % ase dependent whally Alter 

or in part; only 4% have} 50, not one 
ything— fj 
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to the value of making a flying start in a 
conservative way, even if the initial in- 
vestment available be as little as one 
hundred dollars. Jt is not the amount 
but the method that counts. 

The first step is simple. The owner of 
that hundred dollars should write a letter 
now to his banker or broker, and enclos- 
* ing his hundred dollars give the following 
order: 

BUY at the market 


One $50 Liberty 4th 4%. 
One share Pennsylvania. 


It is neither necessary to explain to the 


sents the best managed railroad in the 
world. He need not concern himself 
with differences of opinion, that should 
affect the speculator rather than the in- 
vestor. In the ownership of his certifi- 
cates of title to such securities he will 
at least have the satisfaction of knowing 
that the U. S. A. and the Pennsylvania 
system have intervened in his behalf to 
take him out of the ranks of the shiftless, 
and placed him at the threshold of that 
sound Investment Structure whose gir- 
ders insure him Financial Independence 
if he so wills it. 
(To be continued) 





A Century of Prices’ 


An Examination of Economic and Financial Conditions as Reflect- 
ed in Prices, Money Rates, etc., During the Past 100 Years, 
With a View to Establishing General Principles Which 
May Aid in Interpreting the Present and Future. 
By Ex-Senator THEODORE E. BURTON, Chairman Board of Directors Merchants’ 
National Bank of New York, Author of “Crises and Depressions,” etc.; and 


G. C. SELDEN, Associate Editor of “The Magazine of Wall Street,” 
Author of “The Machinery of Wall Street,” etc. 


1V—Causes of Changes in Interest Yields and Money Rates 


age investment yield obtainable 

from bonds or loans must depend 
on the supply of capital as compared with 
the demand for it. It is essential, there- 
fore, in considering the changes shown 
on the graphs of bond yields and money 
rates, to examine the conditions affecting 
capital during the period covered. 

“When people talk to me about money 
and capital,” complained a member of the 
Stock Exchange, “I begin to get a head- 
ache.” To avoid>such headaches it is 
necessary to understand thoroughly what 
capital is, a point in regard to which 
even bankers of long experience are often 
hazy. 

To begin at the beginning, all capital 
is the product of labor. It is labor-prod- 
uct saved, set aside and stored up to aid 
in further production, instead of being 
used up in current consumption. A 
farmer, for example, can spend his year’s 
surplus income for a new piano, which 
is not capital unless it can be shown that 
it will increase the total production of 
the farm; or he may spend his surplus 
on a tractor, which is capital because it 
will increase his product. And if he 
lends his year’s surplus to a neighbor, or 
turns it over to a bank, or invests it in a 
bond, he is entitled to interest, because 
in that case he is denying himself both 
the piano and the tractor. 


Factors in the Supply of Capital 


The supply of capital available at any 
time, therefore, will depend on a num- 
ber of considerations :-— 

(1) The total amount of labor ap- 
plied. To accumulate capital a nation 
must be industrious. A sluggish, unam- 
bitious population merely earns its living 


T fact is obvious that the aver- 


as it goes along, without piling up any 
surplus. 

(2) The efficiency of labor—the 
amount of the product in comparison 
with the labor applied. This depends 
chiefly upon the extent to which machin- 
ery is employed, but also upon the en- 
ergy and faithfulness of the workmen. 

(3) What is being done with the 
labor-product ; whether it is: 

(a) Being used up for current con- 
sumption—for food, clothing, luxuries, 
pleasure trips, etc. 

(b) Being invested in tools, equip- 
ment, and improvements which will 
bring an immediate return in the form 
of increased production. 

(c) Going into improvements of a 
more permanent character, which will be 
of public or private benefit eventually, 
but will not yield any early returns in 
the form of greater production. 

The third consideration above men- 
tioned brings up another very important 
point, namely, the rapidity with which 
capital circulates when used in different 
ways. For very little capital is perma- 
nently fixed in one form. 

The tractor wears itself out in creat- 
ing an increased product of other things ; 
its value is gradually transferred into 
those other things; the capital invested 
in it circulates. The factory depreciates. 
The railroad’s rails, ties and roadbed 
have to be constantly renewed. Its sta- 
tions have to be repaired frequently and 
finally become antiquated and have to be 
rebuilt. 

Even the Roman viaducts, perhaps the 
most permanent investment of capital in 
history, eventually fall into disrepair. 
The original investment in the Suez 
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Canal, or in New York’s water works, 
might perhaps be mentioned as perma- 
nently fixed, although additional expend- 
itures are constantly necessary for main- 
tenance and betterments. 

So the extent to which any particular 
use of capital depletes the general sup- 
ply depends not only on the amount of 
capital used but also on how long it is 
used. The farm tractor may, by in- 
creasing the farmer’s product, reproduce 
its value in a year. A new barn might 
not pay for itself, through increased pro- 
duction due to better facilities, in less 
than twenty years. Even if the first 
cost of the two were the same, the barn 
would eventually require twenty times 
as much use of capital as the tractor. 

Capital may be roughly classified ac- 
cording to the rapidity with which it 
circulates, as follows :— 


(1) Capital in the form of com- 
modities. Some of these are luxuries, 
but most of them contribute toward fur- 
ther production and are therefore cap- 
ital. In this form capital circulates 
rapidly. 

(2) Capital invested in machinery or 
equipment, or in enterprises which will 
be immediately productive, circulates less 
rapidly, as a rule, than commodities, but 
more rapidly than in the forms men- 
tioned below. 

(3) Investments in enterprises which 
will eventually yield a return, but only 
after considerable delay. 

(4) Expenditures for public benefit, 
such as court houses, schools, play- 
grounds, baths, etc. These contribute 
indirectly to the future productive capac- 
ity of the people. 

(5) Investments in enterprises which 
fail, or expenditures in war. This cap- 
ital stops circulating. In some cases a 
small part of it may, however, be sal- 
vaged. 

An increased application of capital to 
any one of these five divisions will neces- 
sarily tend to deplete the current supply 
of capital, and therefore to bring higher 
interest yields; but the effect in this 
direction will be far greater and more 
permanent if the capital goes into rela- 
tively fixed forms, or into forms where 
its circulation is slow, than it will be 


when the capital is applied where it will 
circulate rapidly. 

Hence the great importance of distin- 
guishing between fixed and circulating 
capital. 

Rise and Fall of Bond Yields 


In Chapter II, in discussing the rela- 
tion between the level of English com- 
modity prices and the yield on consols, 
we noted the close correspondence in the 
general trend of the two. In comparing 
the graph of U. S. Corporation Bond 
Yields with that of American Commod- 
ity Prices (discussed in Chapter III), 
we find the same broad correspondence. 

We are now in a position, after re- 
freshing our memory as to the nature 
of capital, to define more accurately the 
reasons for this correspondence. The 
superficial reason why bond yields rise 
with rising commodity prices is that the 
investor, finding his real income shrink- 
ing although his money income is un- 
changed, demands a higher rate of inter- 
est, but he would not be able to obtain 
this higher rate if it’were not for the 
fact the supply of capital is smaller in 
comparison with the demand for it. And 
the reason why higher commodity prices 
so greatly increase the demand for cap- 
ital is that they bring a nearly propor- 
tional increase in the cost of capital 
investments in all of the five divisions 
above enumerated. 

The capital which, at any one time, 
exists in the form of commodities, is 
only a small part of the total capital of 
the country and circulates rapidly. There 
fore a rise in the prices of commodities 
would have only a moderate effect to- 
ward increasing the demand for capital. 
But all investments of capital (usually 
after passing through the form of se- 
curities, as previously explained) are 
first expended on materials and labor— 
that is, on commodities and on wages, 
which roughly follow changes in the 
price-level of commodities, though usu- 
ally lagging behind somewhat. 

If, for example, the price-level of 
commodities has risen 50%, the cost of 
a new courthouse, or a new railroad, or 
a mine, or a subway system, will also be 
found to have risen nearly 50% ; so that 
the amount of capital required for in- 





n 
oa) 
12) 
— 
24 
on 
os 
° 
> 
mx 
=) 
e 
Z 
ul 
v 
< 





| TT 
ett 
Sr 
_= 


+ pt 4-4 
in 
t = 


p= 





1865 1870 1875 


t 


+ 
| 

+ 
a} 





U.S. CORPORATION 
BOND YIELDS 














‘Bonp Yretps—This graph is drawn from figures furnished by the Babson Statistical Organization. The bonds included were 


necessarily changed from time to time, 
It is necessary to show the yield rather 


but the net result is a pretty faithful reflection of corporation bond prices in the United States. 
than an average of bond prices because prices are affected by the maturity of the various bonds. 
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vestment in relatively fixed forms rises 
in rough proportion with the rise in com- 
modity prices. It is this increase in the 
cost of fixed forms of investment which 
rapidly depletes the supply of invest- 
ment capital and therefore raises its 
price, which is best expressed in the form 
of the average yield on bonds. 

During a period of falling commodity 
prices the situation is, of course, exactly 
reversed, so that bond yields tend to fol- 
low commodity prices downward. 


Diversion of Capital Into Fixed Forms 


Another important element affecting 
the demand and supply of capital is the 
relative extent to which capital is divert- 
ed into fixed forms, especially those ex- 
penditures which contemplate a some- 
what remote public benefit; or into in- 
vestments in enterprises which prove 
failures, or the cost of wars. 

The Panama Canal, the New York 
State barge canal, the New York City 
subway system, are examples that have 
_ absorbed great quantities of capital from 

which only a trifling immediate return 
can be expected. Municipal and State 
expenditures for varied improvements 
have increased rapidly in recent years, 
and however desirable such investments 
may be with a view to the longer future, 
immediate cash returns from them are 
apt to be small. 

And added to these factors came the 
tremendous depletion of the whole 
world’s capital in the war. 

It is a question, also, whether the peo- 
ple’s disposition to save has not grown 
less within the last two decades—wheth- 
er the average man does not now save a 
smaller percentage of his income than 
he saved in the first years of the twen- 
tieth century. If so, this tends to cut off 
the supply of capital at its source. : 

These several influences tend to act in 
harmony. Rising commodity prices in- 
crease profits—as measured in money— 
and infuse the public in general with a 
spirit of liberality in expenditure, so that 
costly improvements are more readily 
undertaken, living expenses grow at the 
* expense of savings, and the people are 
more prone to invest in doubtful specula- 
tions or fake stocks. In time of war, 
also, great expenditures of capital coin- 


cide with a rapid rise in commodity 
prices. 

The great fall in bond yields from the 
period of the ’70s to 1900 was partly due 
to the better standing and stronger pro- 
tection of our corporation bonds as a 
whole in the later years; but it was also 
largely due to the great increase in pro- 
duction of goods as a result of improve- 
ments in machinery and transportation. 
When labor produces more goods it is 
naturally easier to accumulate capital. 

Money Rates 


Money rates and bond yields mutually 
influence each other, since both repre- 
sent the return on the use of capital; but 
since the term “money rates” is applied 
only to loans for short periods, changes 
in these rates are chiefly dependent upon 
temporary conditions, while changes in 
bond yields are chiefly dependent upon 
conditions of a more permanent charac- 
ter. 

A comparison of the two graphs shows 
that sharp changes in money rates are 
sympathetically reflected in the minor 
movements of bond yields, but that 
money rates have very little to do with 
the broad sweep of the bond market. 

Rates on call money and 30 or 60 day 
loans have in the past fluctuated so 
quickly as a result of temporary condi- 
tions that they are of little value for 
comparison over long periods. Under 
the new Federal Banking System short 
time rates have become much better 
stabilized, but it is still true that com- 
mercial paper affords the broadest and 
best index to general money conditions. 

Unusually high money rates and the 
minor and temporary upward swings in 
bond yields are commonly due to an over- 
extended condition of bank loans—that 
is, a scarcity of credit accommodation. 
Scarcity of credit means that borrowers 
must pay a higher price for it, so money 
rates rise. And if a higher rate of in- 
terest is obtainable from short loans 
than from bonds, capital is temporarily 
attracted away from the bond market, 
and owners of bonds are tempted to 
switch into commercial paper or time 
loans, so that bond prices fall and yields 
rise. 

This condition of overextended bank 
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U.S.MONEY RATES 
PRIME COMMERCIAL PAPER 





Money Rates—This graph is believed to be the first authetic record of money rates before 1870. The rates were compiled from - 
the daily reports given by the newspapers of that time, a research involving a great deal of labor. Prime three to six months commercial 
paper was selected as a better reflection of actual conditions than call or time money, and it has the additional advantage of nang 
earlier quotations. An effort was made to carry the graph back to the panic of 1837, but no adequate records were found before 1841. 


There were times in the late thirties when money was unobtainable at any rate. The evident scarcity of capital and the high rates 
obtained previous to 1873 shed an interesting light on our financial history. 
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loans may be due to too great optimism 
in business circles, which leads business 
men to branch out too widely and too 
rapidly, and thus to use up an undue pro- 
portion of the credit available; or it may 
be due to events which arouse a wide- 
spread feeling of fear as to the future, 
so that there is a general desire to call 
in loans and contract credits. Before 
long the first condition is very apt to pre- 
cipitate the second, but the second does 
not necessarily imply the first. 

Thus in 1857, 1873, 1893 and 1907 the 
primary cause of high rates was over- 
expansion. But in 1861 fear was aroused 
by the beginning of the Civil War; in 
1390 by the Baring failure; in 1896 by 
danger to the gold standard; in 1914 by 
the outbreak of the World War; and in 
none of these cases was any special over- 
expansion in evidence. 

The high money rates reached in most 
of the years previous to 1874 reflect in a 
very interesting way the scarcity of 
credit and liquid capital in those times. 
The high figures were usually reached in 
the fall, when the crops were being 
moved. Conditions of doing business 
when an average rate of 10% must be 
paid for money are entirely different 
from those when the average rate is 5%. 
Before and during the Civil War any 
firm had to earn large profits in order 
to stay in business, and the constant wide 
fluctuations in rates introduced an ele- 
ment of uncertainty now happily absent. 

The extreme high rates of panic years, 
as in 1857, 1861 and 1873, simply mean 
that during the panic periods money was 


practically unobtainable. Failures were 
so numerous that even the highest class 
two-name commercial paper was subject 
to suspicion. Yet that suspicion was not 
the chief cause of the high rates. The 
real reason was the absolute lack of loan- 
able funds. 

We have today very little conception 
of conditions such as those of the panic 
of 1857, for example. The newspapers 
at that time reported that in some in- 
stances 244% a day was bid for call 
loans. Leading banks and old, conserva- 
tive business houses were falling right 
and left like nine-pins. For loans of 
four to six months on prime commercial 
paper 3% a month was offered, and 
doubtless higher rates would have been 
paid if there had been a prospect of 
bringing out the money. One of the 
market reports stated that the money 
market was in a state of “anarchy.” 
Gold commanded 8% premium at Balti- 
more, and the general disorganization of 
business was far beyond anything known 
to the present generation. 

Under the improved banking methods 
now in use it is to be expected that fluc- 
tuations in money rates will be much 
narrower than in even the recent past. 
Commercial paper rates during the war 
were successfully stabilized at or below 
6%, and while it is possible that periods 
of rapid expansion may sometimes carry 
them temporarily over that figure, it is 
highly probable that “tight money” will 
no longer be a recurrent feature of the 
markets. 

(To be continued.) 





THE ACID TEST 


OF INVESTMENT 


SAFETY OF PRINCIPAL, READY MARKETABILITY, FAIR INCOME 
RETURN 
O my investments possess these qualities ? 


Is the industry to which I am loaning my funds on a basis which prom- 
ises good earnings for the future? Can it stand any strain which might be 


put on our entire industrial structure? 


Are my securities readily salable, or is their market so limited that I would 
be obliged to accept a heavy loss in case of sale? : 
Conservative investors are now seeking the answers to these questions. 





EFFECT OF INCOME TAXES 
ON THE MARKET 


By JACOB H. SCHMUCKLER 


How the Rich Are Trying to Lighten Their Tax Burden and Its 
Significance for the Small Investor 


with clever productions showing 
the plight of all classes of persons 
in filling out their income tax blanks. 
We all remember the perplexed taxpayer 
burning the midnight oil, surrounded by 
many ill attempts and a nearly dried-up 
ink well before him, struggling with 
Uncle Sam’s complicated requirements. 
These cartoons have passed away, but 
the tax has not. Taxes are heavy, and 
wili remain so for a number of years. 
The “big e” is over. The chips must 
be cashed in, and from him that hath shall 
be taken. 


Cin ISTS have amused us 


Who Will Bear the Cost of the War? 

The man who has money and makes 

money will have to bear the cost of the 

war in very large pet and it is only just 
s 


that he should. suming that all of a 
man’s income is taxable, the man who 
makes $10,000 a year must turn over to 
the Government about $830, and the mil- 
lionaire after paying his income tax will 
find himself with only about $250,000 
left. Between the two limits, the percent- 
age of income that a man has to forego 
ranges from about 10 to 70. Something 
for people to think about—and they are 
thinking. 

What is going on in the minds of the 
rich? What changes in their plans will 
these taxes pa What will be the 
effect of their plans upon the security 
markets and upon smaller investors? As 
a class, the wealthy are not lacking in 
patriotism. The war has amply demon- 
strated that. Nevertheless, it is human 
nature, now that the war is over, for them 
to consider the tax question in planning 
their business and investment operations. 

Broadly speaking, there are two ways 
of lightening tax burdens. One is to se- 
cure an income that is tax-exempt, and 
the other to put money into long-pull pro- 
positions having good prospects for large 
market appreciation later, when the rates 
of taxation will be nearer normal. 


The “big fellows” are buying the 344% 
Liberties and municipals, now that they 
are definitely tax-exempt. Taking a 
rather narrow view of the situation, this 
is especially good business for the very 
large investor. High-grade municipals 
are now to be had on about a 4.30 to 
4.85% basis, while strongly secured cor- 
poration bonds yield generally from 5 
to 7%. Let us assume that a man has 
a taxable income of $100,000 all invested 
in corporation bonds yielding an average 
of about 6.50%. After paying his in- 
come tax, he will not secure 6.50% on his 
money, but only 4.20%, nearly 2% less 
than is obtainable by investing in munici- 
pals, in which his risk is at a minimum. 

If the investor has an income of $1,- 
000,000 from bonds yielding 6.50% on 
his money, after paying the income tax he 
is really securing only 1.93% on his 
investment, more than 2%% less than 
he can secure on gilt-edge municipals. 
Then why should. our millionaires miss 
the chance to go after municipal and 
other tax-exempt bonds? 


Tax-Exempt Bonds a Mixed Benefit 


But there is another side to the story, 
namely, prevailing high rates of taxation 
are not with us forever. As the levels 
of taxation go lower, the net yields to be 
had by holders of corporation bonds will 
increase, while those to be had by holders 
of tax-exempt bonds would be fixed at 
the time of purchase, and over a long 
period of years the total income to be 
secured by purchasing well secured high 
yielding corporation bonds will generally 
be greater than that to be had by taking 
on tax-exempt issues. There are strong 
possibilities, therefore, that investors are 
apt to unduly diminish the rate of return 
on their investments in their fascination 
for tax-exempt bonds. This appears to 
be especially so for investors having an 
income of about $100,000 or less. 

To illustrate, let us take the case of an 
investor having an annual income of 
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$100,000 from an equally divided invest- 
ment in the following three well secured 
corporation issues : 

Yield to 
Price Maturity 


6.75% 
6.45 


6.55 


Issue 


Col. & So. gen. & ref. 444, 1935. .78 

Southern Ry. gen. 4s, 1956 66% 

Beth. Steel pur. mon. imp. 5s, 
84% 


Average yield to maturity....... 6.58% 


Before deducting the amount paid as 
income tax, the average yield to maturity 
would be about 6.60%, and, after doing 
so, around 4.30%. Let us take another 
investor having a $100,000 income from 
municipals yielding 4.60% to maturity. 
The latter is securing .3% more annually 
on his investment, not considering that 
his risk is, theoretically at any rate, 
somewhat smaller. 

Now let us assume for purposes of 
illustration that income tax rates are cut 
in half at the end of five years. The 


investor holding municipals still will re- 
ceive only 4.60% on his money, but the 
holder of the corporation bonds will be 
securing nearly 5.50% on his money, and 


in a few years will more than make up 
the temporary gain in income to be had 
by purchasing municipals. 

As an investor’s income increases above 
$100,000, he, of course, has more to gain 
by buying tax-free issues, but even in 
such cases it appears to be good policy 
to divide bond purchases between low- 
yielding tax-exempt bonds and _high- 
yielding taxable bonds, and this is what 
the wealthy are doing. It is unquestion- 
ably this long time view of the situation 
that accounts for the comparative firm- 
ness in well secured corporation bonds 
and aids in explaining why the differ- 
ences in rates of return on such issues 
and “tax-exempts” are generally much 
less than the amounts to be taxed away. 


“Melons” in and Out of Season 


The taxable status of stock dividends, 
more popularly called “melons,” waits 
on the decision of the United States Su- 
preme Court. It is stated that the test 
case of Internal Revenue Collector Mark 
Eisner against Myrtle McComber has 
been advanced for argument before the 
Court to April 14. The lower courts have 
ruled that stock dividends are not income, 


and therefore cannot be taxed under the 
Revenue Law. 

The number of stock dividends which 
have been disbursed in the past year or 
two has been unusually large. Of course 
a payment of this kind is very likely to 
prove a “lemon” instead of a “melon,” 
unless the company declaring it is highly 
prosperous and is very conservatively 
capitalized. A general characteristic of 
the companies declaring such dividends is 
that their stocks are pretty closely held. 
The Standard Oil companies have been 
the leaders in these payments, but many 
other war-prosperous corporations have 
been very much to the fore. 

For example, let us conceive of a com- 
pany that has made much money during 
the war period. Naturally stockholders 
who have stood by the property in less 
prosperous times want to be compen- 
sated. But to pay dividends out now in 
cash means that stockholders will lose a 
considerable slice in taxes. If, however, 
stockholders are paid in stock, they hold 
a right to a share in past and future earn- 
ings. This presupposes that stock divi- 
dends will be held tax-exempt, and that 
the company in question will continue to 
make money enough to pay dividends on 
the increased capitalization. 

Promising Non-Dividend Payers 

Where there is no income, there is no 
tax to be paid. Peculiar as it may seem, 
the rich are eagerly seeking issues which 
are not bringing any income at present, 
but offer good promise to pay dividends 
and show market appreciation by the 
time taxes go lower. 

The selecting of stocks fulfilling these 
requirements is obviously a difficult task, 
for a man is passing up present income 
for prospects. Any issue chosen should 
by the time taxes are reduced at least 
compensate its holder with interest on 
the amount invested, either through mar- 
ket appreciation or income return, other- 
wise he is playing a losing game. 

One authority states that the rich have 
been buying issues like Southern Rail- 
way, New Haven, Kansas City Southern 
and Baldwin, which are rather widely 
distributed, and Chile Copper, which is 
somewhat more closely held. The recent 
advance in Chile is undoubtedly to be at- 
tributed in large measure to buying by 
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large interests, who are not anxious for 
early dividends, but have considerable 
confidence in the future prospects of the 
property. 

I am presenting below a short list of 
non-dividend paying stocks which appear 
to have good prospects. To take a defi- 
nite stand on the future outlook of these 
properties would require considerable 
analysis and investigation, but they ap- 
pear to merit consideration. Some of 
these have been analyzed in past numbers 
of Tae Macazine or WALL STREET, and 
the reader who is interested would do 
well to look them up. The list is as fol- 
lows: Chile Copper, Magma Copper, 
American Can, Baldwin, Pierce Oil, In- 
ternational Agricultural, Allis-Chalmers, 
California Petroleum, Peerless, Southern 
Railway, Colorado & Southern, Rock 
Island, Missouri Pacific, and Wabash 
preferred A. 

Another type of issue generally fav- 
ored by the rich is the low-priced divi- 
dend payer which has prospects for 
higher rates and appreciation in market 
value by the time taxes are again low. 
In such cases the investor pays part of 
his income out in taxes, but he anticipates 
more than making up for it in the future. 
Viewing the present and immediate fu- 
ture, the investor who purchases this 
type of stock has an advantage over the 
one that buys non-dividend payers, for 
he is receiving some income, but as he is 
also primarily pinning his hopes in pros- 
pects he must “watch his step” in choos- 
ing his partners. 

With about the same reservations as 
above, I am presenting a list of what 
appear to be some good low-priced divi- 
dend payers with promise: Willys-Over- 
land, lo-American Oil, National 
Transit, 


esapeake & Ohio, Pierce 
Arrow, California Packing, International 
Paper preferred, Greene Cananea and 
Superior Steel and International Nickel. 
Nee of these have been analyzed in 
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Stock Market Profits Are Income 


A very significant feature in the whole 
tax Shention, and one that links the 
activities of the “big fellow” most closely 
with the small investor is that profits 
obtained in the stock market are taxed 


under the income tax law, and losses are 
now deductible from the amount to be 
taxed. The rich man who enters the 
market today is really a partner with 
Uncle Sam, but the venerable old gentle- 
man comes in for part of the profits, and 
shares in the losses to the extent that 
they reduce the income taxes the opera- 
tor will pay. 


Let us take the case of a man having 
an income of $200,000, mostly or entirely 
from the stock market. His tax will be 
about $100,000 or 50% of his income. 
If he makes a profit in the market he 
must share it equally with the Govern- 
ment, while if he loses the Government 
will allow him to deduct one half of the 
losses in determining the net amount of 
his tax. If he buys a stock at 40, which 
later advances to 60, where he sells, and 
buys it back at 50, he comes out just 
even. The question is then why should 
he do it? Why should he take the risk? 

The answer is that rich men are not 
inclined under present high rates of tax- 
ation to take profits on investments which 
they believe have good prospects for 
growth and development over a series of 
years. 

On the other hand, the new law allows 
investors to deduct stock market losses, 
while under the 1918 law, the investor 
stood all the losses but had to share the 
profits. The point has been raised that 
perhaps this will make it more profitable 
for rich men to speculate on a larger 
scale than formerly. The argument is 
that by assuming a greater risk the 
wealthy man now also has a chance to 
make more money. If he loses, losses 
are deducted from his taxable income, 
while if he gains he pays about half to 
the Government and keeps the other half 
for himself. 

It is of course difficult to say how far 
this will encourage s tion by the 
rich, but the incentive is certainly greater 
than under the 1918 Act, though less than 
under the original law. The whole mat- 
ter is one of opinion, and there are very 
few tangible facts to go by, but I am 
inclined to believe that the wealthy will 
not be encouraged to indulge in broader 
speculation. The policy of sitting back 
and preparing profits for days to come 
when taxes will not be such a burden will 
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undoubtedly appeal more strongly to 
most of the very wealthy men. 

What About.the Small Investor? 

We have often heard it said that it is 
an ill wind that blows no one good, and 
in this instance the one to be benefited 
appears to be the small investor. If the 
wealthy do not take profits on a large 
scale, one of the chief causes for severe 
slumps in the market is gone. Certainly 
if the rich accumulate and hold promis- 
ing non-dividend stocks and low-priced 
dividend payers, the market course of 
such issues ought to be generally up- 
ward, unless fundamental business condi- 
tions should assume a very unfavorable 
turn. 


Here apparently is the small man’s 
chance. The income tax does not trouble 
him when an opportune time presents 
itself to take profits. And he can also 
advantageously hold the better grade 
dividend paying issues since dividends 
are exempt from the normal income tax 
rates. 

The general course of the market will 
as heretofore depend mainly upon busi- 
ness and investment conditions, present 
and prospective. But the heavy tax on 
big incomes has unquestionably intro- 
duced a new element into the situation, 
and one which will be of special benefit 
to the stocks of companies which have 
the best prospects for future growth and 
development. 





SMALL INVESTOR NEEDS PROTECTION 


confiscating the large annual accumu- 
lations by the wealthy classes that 
heretofore formed the bulk of the capital avail- 
able for investments. A continuation of such 


Be igo at this time is in effect 


policy of taxation would mean that the success- 


ful placing of securities in the future will have 
to depend largely upon far reaching distribution 
among those who will reap the benefit of in- 
creased income without being subjected in the 
same degree to the burden of increased tax- 
ation—that is, primarily among the wage earn- 
ers. These in turn will only be able to per- 
form this most important function of becom- 
ing the country’s main investors if they are 
taught to use higher wages not for the purpose 
of indulging in greater luxuries, euphoniously 
called the “higher standard of living,” but for 
the purpose of effecting greater savings. 

“And, finally, successfully to carry on this 
thrift campaign or, as recently it has aptly 
been termed, ‘sensible spending’ is in itself a 
task of very great difficully. To steer the wage 
earner’s savings directly into foreign invest- 
ments—barring the securities of undoubted 
character of a few strong and familiar na- 
tions—would, however, be an undertaking be- 
yond our power, and, moreover, one of most 
doubtful wisdom. The wage earner, in mak- 
ing his investments, has no time or ability for 
study and discrimination. Grave danger ex- 
ists, therefore, that advantage might be taken 
of this circumstance and that crooked pro- 
moters and the like might rob him of his sav- 
ings. 

‘The small investor needs protection. That 
is why in the past he resorted to the instru- 
mentalities of the savings banks or the life in- 
surance companies, who took it upon them- 


selves to scrutinize and pick and choose on 
his behalf the investments to which his savings 
should be applied, and to give him an interest 
in a largely diversified investment where the 
risk had been spread. This consideration has 
led me to believe that it would be very oppor- 
tune for us to consider whether at this junc- 
ture the creation of a large investment trust 
would not render a very timely service. 

“Of course, it could not be considered a 
cure-all; the present problem is too large for 
that. The War Finance Corporation (which 
in its structure is an investment trust with a 
limited span of life and restricted powers) is 
expected to bring substantial relief and many 
other remedial measures will have to be de- 
vised. As one of these, however, a large in- 
vestment trust, organized on a country wide 
basis, might offer the two-fold advantage of, 
on the one hand, bridging the interval neces- 
sary for the better understanding and further 
development of foreign propositions, and for 
the creation of a. better market, while on the 
other hand it would enable the small investor 
to buy the obligations of such investment trust, 
representing diversified holdings closely exam- 
ined by the most competent people and guar- 
omnes by a very substantial paid-in capital 
stock. 

“This, however, is predicated upon the 
thought that such investment trust would be 
started upon a sufficiently broad basis to per- 
mit of a wide diversification and thorough in- 
vestigation. It is obvious that no small con- 
cern could be liberal enough in incurring the 
heavy cost of thorough studies and examina- 
tions, and of employing the best experts. No 
investment trust would be safe or successful 
that would be forced to stint this item of ex- 
pense."—-PAUL M. WARBURG. 
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Leading Opinions 


About Financial, Investment, Banking and Business Conditions 


“Big Demand for 
Copper Certain”—C. F. Kelley 


There are apparently large stocks of copper 
on hand in European countries but the metal 
is concentrated in the hands of the Govern- 
ments and it will not be long before this 
supply is exhausted when the industrial re- 
vival gets well under way. Germany and 
Austria are bare of the metal and are poten- 
tial e buyers says C. F. Kelley, president 
of the Anaconda Copper Mining Co. 

“Stocks of copper, while apparently large, 
are concentrated in the hands of the respec- 
tive allied governments. Germany and what 
was formerly Austria, have completely ex- 
hausted their respective stocks, and will un- 
doubtedly be in the market for large quantities 
of copper as soon as trade restrictions are 
remov 

“The copper consuming industries in the 
allied countries are without stocks of metals. 
Government stocks are being used and will be 
very much reduced in the near future by dis- 
tribution among the consumers, who are now 
doing a fair business. 

“The solution of labor difficulties, the trans- 
formation of industrial plants, and transport 
system from a war to a peace basis, are the 
factors that are impeding the resumption oi 
business. That these di ties will soon be 
satisfactorily solved and that an active demand 
will ensue seems certain.” 


“West Must Co-operate 

With East”—A. Reynolds 

Eastern banks are realizing the necessity 
and opportunity of financing foreign Govern- 
ments and enterprises and are therefore buy- 
ing foreign securities quite freely. Western 
institutions should prepare to co-operate with 
their Eastern brothers, not only for the sake of 
the country but for the purpose of broaden- 
ing their individual activities, thinks Arthur 
Reynolds, vice-president of the Continental 
and Commercial National Bank of Chicago. 
He states: 

“I found large New York banks have al- 
ready bought freely of foreign securities han- 
dled or guaranteed by foreign banking houses. 
All large institutions expect to handle foreign 
securities to put industries of war countries 
again on their feet and contribute to resump- 
tion of European prosperity. Western insti- 
tutions should prepare to enter the foreign 
field and the Cont'nental & Commercial Na- 
tional expects to avail itself liberally of oppor- 
tunities along this line. We have already made 
a beginning.” 

“Dollar Exchange” 

Displacing “Sterling Exchange” 

America is making rapid progress in dis- 
placing the hitherto impregnable position of 


London as the world’s financial centre, ac- 
cording to D. H. G. Penny, vice-president of 


the Bank of Commerce of New York. The 
progress of “dollar exchange” in displacing 
“sterling exchange” is noted particularly in 
South America and the far East, although 
on has been marked throughout the 
wor 

We are still far behind London in the 
breadth and scope of our financial activities, 
but if we are prepared to take advantage of 
the present opportunity it will not be long 
before we are the leading financial centre, 
thinks Mr. Penny. 
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In a recent address he said on the subject: 

“Now we must take many a leaf from Lon- 
don’s book. Our commodity markets must be 
made more liquid. Our stock market must be 
prepared to take foreign securities and must 
deal in a larger list of securities. We are far 
behind London in the range and scope of 
both commodity and stock deailngs, although 
the volume is large. 

“Whether or not we displace England in 
the short term money market in financing the 
actual shipment of goods from country to 
country, we have displaced her and all the 
pre-war creditor countries in supplying real 
capital, or long-time money, for the financing 
of industry and transportation. To accumu- 
late long-time capital we must produce more 
in a year than we consume in a year. In 
saving capital our people will not merely be 
making individual profit, but they will also 
be performing services both to their country 
and to humanity of a vital sort. Civilization 
has been saved from Germany, but it must 
now be saved from poverty and economic ship- 
wreck, The whole world looks to America, 
and America will not be found wanting.” 


“Loan Will 
Succeed”—Glass 


It is not necessary, thinks the Secretary of 
the Treasury, to adopt artificial measures to 
make the forthcoming Victory Loan a suc- 
cess. Senator Calder of New York suggested 
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in a letter to Mr. Glass that he urge upon 
President Wilson the necessity of calling a 
special session of Congress to pass legislation 
for the protection of holders of Liberty Bonds. 

Mr. Glass points out that business is reviv- 
ing, that it will only be a matter of time and 
a short time at that, before previous Libery 
Loan issues establish a price range well over 
par for the simple reason that U. S. finances 
are in excellent shape. 

To prove this contention, Mr. Glass pointed 
out that when all war debts are met, the na- 




















WILL IT DROP? 





tional debt will not exceed $30,000,000,000, 
against which are held foreign obligations of 
about $10,000,000,000. The volume of expend- 
itures is declining and it soon should reach 
low levels. Furthermore Treasury certifi- 
cates of indebtedness are being absorbed as 
rapidly as offered. 

In his letter to Senator Calder, Mr. Glass 
said in part: 

“To act in accordance with your suggestion 
and ask the President to call the Congress 
in special session to enact some additional 
legislation in aid of the Victory Liberty Loan 
would imply a distrust which I do not feel, of 
the action already taken by the Congress and 
approved by the President, for there have 
been no adverse developments since that ac- 
tion was taken. * * * I take a very op- 
timistic view of the prospect for the Victory 
Liberty Loan and of the future of this coun- 
t 


ry. 
“It is perhaps not unnatural that we Amer- 
icans, like all the other peoples of the world, 


should have had to go through a period of 
depression and discontent, even of bitterness, 
after the winning of the great war. But this 
was only the natural reaction from the in- 
tense physical and spiritual effort which the 
war called forth. The cessation of hostilities 
followed hard upon a bitter political fight and 
came just before the approach of Winter, a 
time when the resumption of normal peace 
activities was most difficult. 

“The Winter has passed and we have every 
expectation of the early conclusion of peace. 
Already commerce and industry begin to show 
signs of the renewed life which must follow 
the removal of the restraints and interference 
which was made necessary. 

“I know of no one who does not believe 
that the Liberty bonds of the outstanding 
issues will sell well above par long before 
their maturity. The Congress has provided in 
the Victory Liberty Loan act a sinking fund 
which is calculated to retire all the bonds and 
notes of the Liberty loans in less than twenty- 
five years. The liquidation which has taken 
place in Liberty bonds since the armistice is, 
in my judgment, and, I believe, in that of 
most thoughtful financiers, traceable to other 
causes than the interest ‘rate and terms of the 
bonds. Foremost of these causes is the fact 
that many patriotic Americans, individuals 
and companies, subscribe for bonds in a spirit 
of patriotic fervor induced by the war in 
excess of their ability to hold.” 


Dun’s Sees 
Trade Revival 


Business is slowly but steadily improving 
and the outlook is optimistic. This country 
is fortunate in not being hampered by much 
unsettlement as the economic foundation is 
sound, according to Dun’s review of trade 
conditions : 

“The reawakening of commercial activities, 
although still slow to appear in not a few 
instances, is each week broadening in its scope. 
After several months of general readjustment 
the most gratifying feature is the absence of 
conspicuous economic unsettlement, as failure 
statistics demonstrate, and optimism ard- 
ing the future characterizes practically all re- 
ports. That business will further recover 
during the second quarter, if at a lowering 
of the wartime level of profits, there is confi- 
dent expectation, and conditions in the larger 
industries are now better by reason of the 
partial breaking of the lull in steel and cop- 
per. In these important lines, as in most 
others where moderate expansion has replaced 
the recent halting, the change has only come 
after prices have been revised downward, and 
efforts to stimulate greater revival through 
similar reductions are extending to lumber 
and building materials rather generally. 

“The launching of private construction and 
the development of public improvements that 
had long been subordinated to the exigencies 
of the war period, are being resumed or are 
under contemplation in many localities, thus 
affording opportunities for work to idle labor, 
and the unemployment lem is one which 
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now occasions less concern in some sections. 
Yet strikes remain an unfortunate and dis- 
turbing element, sometimes recurring after 
adjustments have been concluded, and where 
settlements are not soon effected the pur- 
chasing power is appreciably diminished.” 


America Should 
Manufacture Abroad 


It should prove highly profitable to Ameri- 
can manufacturers, and it will undoubtedly 
help in the rehabilitation of France, if Amer- 
ica arranges to manufacture products in 
France which cannot be shipped into that coun- 
try on account of the embargo. France needs 
protection in order to rebuild her industries, 
but there is no reason why this country can- 
not ship raw materials to France and turn 
out American products on the spot, according 
to M. Pironneau, a French engineer now in 
this country. He says: 


“It is hardly necessary to state that France 
needs protection in order to rebuild her in- 
dustries and to insure employment for her 
working people. It is only by this means also 
that France can reestablish her credit and un- 
burden herself of the heavy debt which now 
encumbers her people. For this reason cer- 
tain foreign products have been excluded 
from the French markets. It remains, there- 
fore, for American manufacturers to produce 
in France such commodities as cannot be im- 
ported. 

“The manufacturets in the United States 
should accept the limitation of exports to 
France and investigate the generous profits 
that are to be made by selling their patents 
to French manufacturers, who would compen- 
sate them by paying royalties on finished prod- 
ucts. 

“At the same time there is a great oppor- 
tunity for American interests to become con- 
nected with the development of French indus- 
tries. If American business men will furnish 
the raw materials and machinery for the re- 
establishment of French industries, the neces- 
sary capital will be forthcoming from France, 
as well as the location and buildings to carry 
on production.” 


Labor Shortage Predicted 
By J. A. Tregoe 


When business conditions return to normal, 
a shortage of labor may cause an uncomfort- 
able situation. There is no surplus of labor 
now, despite reports to the contrary, and the 
labor problem is one of proper distribution 
anyway, says J. A. Tregoe, secretary-treas- 
urer of the National Association of Credit 
Men. In a statement he said in part: 

“The Council on Credit Defense feels that 
the time has come to give the signal for “full- 
ahead’ in business—that hesitation will give 
way quickly to confidence when we. get 
team work between working men and capital, 
each making concessions to the other, each 
recognizing the full importance of the other, 
each actuated by the spirit of ‘Let’s go,’ which 


inspired our returning heroes to victory over- 


Ss. 

“It was the unanimous opinion of the con- 
ferees that it is of highest importance that 
the government forthwith remove the hand 
of control over business and confine its in- 
fluence largely to that of a buyer, discourag- 
ing as much as possible reliance upon its pa- 
ternal protection and control in the various 
phases of business, in other words, that it do 
all it can to unshackle industry from the re- 
straints and limitation put upon it during the 
war and let it be known that artificial assist- 
ance and stimulants are no longer to be 
applied.” 


“Europe Needs 
Help”—J. H. Perkins 


Europe is in an deplorable economic condi- 
tion and everything that this country can do 
as a nation, through large financial interests 
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down to the private individuals should be done 
at once with the sole purpose of restoring the 
world’s balance, 

In a statement at the Bond Club luncheon, 
James H. Perkins, vice-president of the Na- 
tional City Bank, recently returned from 
Europe, where he served with the rank of 
Lieutenant-Colonel, sums up his observations 
as follows: 

“Europe owes us in the neighborhood of 
ten billion dollars to-day. We have bought 
back from Europe of our own securities that 
before the war were taking to them every 
year probably two hundred and fifty million 
dollars in interest. Those are now on this 
side. So that, roughly speaking, in interest 
alone Europe has lost during the year the 
possession of approximately §$750,000,000 a 
year. That is a fixed charge that is right out 
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of them to start with. In addition to that the 
depletion of raw materials is such that they 
must call on us. The balance of trade, as I 
see it, must be in our favor for at least five 
years to come. 

“For anybody in this country to say that 
we can enjoy continued prosperity, with from 
400,000,000 to 500,000,000 people in what has 
been approximately the centre of civilization 
of the world, living in a condition of want or 
a condition of anarchy, a condition of un- 
rest, is absurd. It is exactly like burying 


your head in the sand and not seeing what 
goes on around you. 
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“UNTANGLE ME, DOCTOR” 


“It is absolutely vital for the United States 
to get into this game. I have absolute con- 
fidence in the ability of the American busi- 
ness man to solve a problem if he will tackle 
it. I do not think the American business 
man as yet will tackle our international prob- 
lem as he would tackle the home problem, but 
it is a vital matter.” 


Federal Board Reports 
Trade Improvement 


Evidences of improvement in business con- 
ditions are apparent, although it seems that 
the situation has not changed much on the 
surface. There is an undertone of confidence 





and a well rooted belief in the nation’s econ- 
omic-strength according to the following from 
the Federal Reserve Board review of the 
business situation. Commodity prices are uni- 
ae receding, although this progress is 
slow: 

“Manufacturers of boots and shoes report 
from various districts that their business is 
almost normal and in some cases up to capac- 
ity. . 
“In groceries, retailers are buying slowly, 
while large stocks on hand have caused sharp 
declines in price. In the Middle West activity 
in many lines is all that could be asked. 

“Woollen mill production has reached its 
lowest point and is beginning to improve. 

“The demand for jewelry, automobiles and 
other luxuries appears to be brisk in many 
districts. Purchases of gold at the Assay 
Office in New York for the purpose of manu- 
facturing jewelry were greater in January and 
February than during any preceding month 
since October, 1916. In the case of materials 
and in some cases clothing, which has been 
affected by the unusual weather conditions, 
as is unsatisfactory and manufacturing 
ow. 

“There is to be noted a distinct improve- 
ment in the labor and employment outlook. 
Returning soldiers are being generally re- 
employed, although there is difficulty in plac- 
ing those who desire higher wages and better 
appointment than they had before entering 
the army. 

“In the agricultural districts a large demand 
for labor is now opening, due to the prospects 
of excellent crops. On the Pacific Coast the 
problem of unemployment is still serious, but 
in some sections it is believed that by May 1 
the entire labor surplus will have been ab- 
sorbed.” 


John Willys 
Sees Prosperity 


The automobile outlook is bright and this 
year should be the beginning of extensive 
expansion in this line, thinks John N. Willys, 
president of the Willys-Overland Automobile 

. On the automobile situation in general, 
Mr. Willys had this to say in his report to 
stockholders of the Willys-Overland Co.: 

“The outlook for the automobile and the 
farm tractor industries was never brighter. 
With war conditions and restrictions past I 
anticipate a year of activity and expansion. 
Both our. production and financial pro- 
grammes, though conservative, have been 
made with this view in mind.” 





Herbert B. Smithers, formerly of F. S. Smithers & 
Co., has become a general partner in the firm of 
Knauth, Nachod & Kuhne. 


Luigi Criscuolo, formerly with Redmond & Co., 
has resigned as Secretary of the United States Rail- 
road Administration Advisory Committee of Finance, 
and is in New York making arrangements for the 
financing of the requirements of tHe Italian interests. 


Junius Spencer Morgan, Jr., the eldest son of J. 
p. Morgen, wan Glectel 0 buster of Ge Lies 


National Bank of New York at a meeting of the 
Board of Directors held recently. 


Charles M. Steele, recently returned from abroad, 

has joined the staff of Dominick Dominick, well- 

known financial house of New York. He will take 

charge of the sales promotion and advertising in con- 

nection with the marketing of important issues of 
ities—especially preferred stocks. 








aan ——— ee went to eg) uy  # “ 
lent and one of the + e b 
te 2 ~ sy Detroit, now the Green, Fulton, Cun- 
n > 





ATTRACTIVE INDUSTRIAL 


PREFERRED STOCKS 


Importance of Exemption from Normal Tax—Recent 
Improvement in Investment Status—Various 
Elements in Judging Values—Attractive 
Issues Recommended. 


By BENJAMIN GRAHAM 


FTER a rueful quarter of an hour 
A with their income tax, many in- 
vestors have recently been imbued 

with a more wholesome respect for the 
merits of preferred stocks. For, in the 
case of the moderately well-to-do, the 
normal tax of 6% and 12% has made up 
by far the greater part of the total pay- 
ment. Hence the advantage of dividends, 
which are exempt from normal tax, over 
ordinary bond interest, which is subject 
thereto, has been brought home in very 
concrete fashion while making out the 
tax return. An income of $1,000 from 
dividends was found to be equivalent to 
over $1,130 in corporation bond interest. 

Great Improvement in Position 


In this connection it should be pointed 
out that the investment quality of indus- 
trial preferred stocks has improved im- 
measurably during the past four years. 
The vast accumulation of undistributed 
profits has been building up increasingly 
large equities behind the senior shares, 
and has thus established them on a perm- 
anently higher plane of security. 

It is particularly impressive to note 
exactly how much in dollars per share 
has been placed behind these issues 
since 1914. The figures are accordingly 
given for a large number of companies 
in Table 1. 

Just as in the case of the common 
shares, the great improvement in the 
standing of preferred issues has not es- 
caped market recognition. Despite the 
higher interest rates now prevailing— 
which would ordinarily make for, lower 
prices of fixed income bearing securities 
—industrial preferred stocks now sell 
on a substantially higher level than be- 
fore the war. e comparative figures 
given in columns one and three of the 
table show that in some instances (not- 


ably Corn Products and American Lin- 
seed) the advances rival those of the 
common shares. The declines seem to 
be restricted to three of the “Tobacco 
Trust” issues. 

The Real Basis of Value 


The value of any investment depends 
primarily upon its assets value and earn- 
ing power. The former is relatively less 
important in the case of preferred stocks 
than in that of bonds. For if interest 
is once defaulted then (theoretically at 
least) the principal becomes immediately 
due, and the investor has recourse to all 
the assets to make good the par amount 
of his holdings. Thus in the event of de- 
fault on bond interest evidently the value 
of the assets behind the issue assumes 
chief significance. With preferred 
stocks, however, there is no such thing 
as default, and the stockholder has direct 
recourse to the assets only in the rare 
cases of voluntary liquidation. The 
leading consideration must, therefore, be 
the sufficiency of earnings to meet divi- 
dend requirements. Since continuity of 
payments is extremely desirable, it is es- 
pecially important that these charges be 
covered with a fair margin in poor years. 

Accordingly, there has been compiled 
and set forth in Table 1 the average an- 
nual earnings on the various issues for 
the four years before the war and the 
four years during the war; that is, 1911- 
1914 and 1915-1918. All the companies 
considered make excellent exhibits for 
the latter period—whereat no one will 
be greatly surprised. But there is a sig- 
nificant divergence between the pre-war 
records of the various industrials; some 
having earned preferred dividends with a 
consistently large margin, and others 
either scantily covering or else failing to 
meet this requirement. While it is not to 
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be claimed that post-war eonditions are 
going to be identical with pre-war condi- 
tions, yet the investor will in general feel 
safer with those issues which have always 
given a good account of themselves in the 
past. 


ket value of the junior issue to the par 
amount of the preferred stock. For if it 
is assumed that the market price reflects 
fairly closely the intrinsic worth of the 
common shares, then we have here an 
accurate measure of the equity protect- 





TABLE I—ATTRACTIVE 


Preferred stock ot 


& 


"Westinghouse Elec.. 
General Chemical.... 


AAn Ds: Rate. 


American Tobacco... 
Am. Agric. Chem.... 


Am. Car & Foundry. . 
Barrett Mfg. ........ 
Liggett & Meyers.... 
United Cigar Stores. . 
Lorillard 

Central Leather 

May Dept. Stores... 
Cluett-Peabody 
Railway Steel Spgs.. 
Goodrich 

Am. Cotton Oil 
General 

Amer. Locomotive. . 
Corn Products 
General Cigar 

Am. Beet Sugar 
Am. Smelt. & Ref... 
Baldwin Loco 

Nat. Cloak & Suit... 
Standard Millings.... 
Republic Iron & St’l. 
Pressed Steel Car.... 
Tobacco Products... 
Loose Wiles 
Vir.-Car. Chem 
National Enameling. 
U. S. Rubber 

Am. Sumatra Tob.... 
Worthington Pump.. 
Willys-Overland .... 
Allis-Chalmers 
Bethlehem Steel 
Am. Linseed 


*Par, $50. 


Sb Oo & a a a Aa 


92 
105 
90 


"Adjusted. 


M2YYVNSy 
RB2SSSRS 


~ 
foo} 


"1912-14. 


*Dec. 31, 1917. 


PREFERRED STOCKS 


15-1918. 
Earned 
Earned 
Per Share 
1915-1918, 
Measured by 
Value of 
Common. 


Surplus & Reserve 
Equity 


Inc’d Per Share. 
= 19 
wo 
zR 1911-1914. 
Net Current 
Assets 
Per Share. 
—s 


Gotmn Per Share 


g 


RSe Price 

= Jan. 1, 1914. 
me 
oe 
wo 


85: 
oS: wawoe $ 
3: =~Assne 


oe f 136 
1.2 10.1 49 
*1916-1918. * Non-cumulative. 





In cases where the earnings record for 
a number of years is either unavailable, 
or irrelevant because of radical changes 
in the company’s position, another very 
useful standard of value may be em- 
ployed. This is the relation of the mar- 


ing the senior issue. This appraisal is 
not based merely on the book value of the 
assets, nor upon the previous earning 
power; but takes into account also the 
company’s future prospects, the manage- 
ment, and every other factor that might 
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remotely affect the value. Bear in mind 
that it is not only the price per share of 
common that counts in this analysis; 
equally important is the relative size of 
the two issues. The equity behind West- 
inghouse Pfd., 7 ag pes by the com- 
mon selling at 46, is much larger than 
that behind Cities Service Preferred, 
though the common is quoted at 350. For 
in the first case there are fourteen times 
as many common as preferred shares ; in 
the latter there are nearly twice as many 
preferred as common. is standard of 
value is applied in column 6, in which the 
market value of the entire common issue 
is divided by the number of preferred 
shares, to show the additional equity be- 
hind the latter. 

Another element usually referred to 
in appraising preferred stocks is the 
amount of net current assets applicable 
to the senior issue. This factor is of 
chief significance as indicating the com- 
pany’s general financial condition. But 
in the case of preferred shares selling at 
a considerable discount this element often 
assumes direct importance, as establish- 
ing a minimum liquidating value. The 
arguments in favor of American Hide 
& Leather Preferred, for example, 
formerly centered on the fact that the 
working capital, exclusive of plant, 
greatly exceeded that issue’s market 
price. A separate column in Table 1 
has been devoted to a statement of the 
dollars per share of preferred, repre- 
sented by net current assets—after de- 
ducting all prior liabilities, including 
bonds and notes. 

The Most Attractive Issue 


Having established these criteria of 
preferred stock values, we next proceed 
to select those issues which meet the re- 
quirements most satisfactorily in propor- 
tion to their dividend yields. The results 
of a careful investigation are embodied 
in Table 2, which sets forth a list of 
eight of the most attractive preferred is- 
sues, arranged in order of dividend re- 
turn. Needless to say, the presence of 
Willys-Overland Pfd. and the absence of 
General Chemical Pfd., for example, do 
not imply that the former is regarded as 
a safer investment. General Chemical 
Pfd. is omitted because there are more 
attractive issues of the 6% class; Willys- 


Overland is recommended because, as 
compared with its 7.50% return, its ex- 
hibit is remarkably good. 

Although Westinghouse preferred 
yields only 5.55%, it is nevertheless in- 
cluded because of two factors—its gilt- 
edged security and its participating privi- 
lege. The small size of the issue, rela- 
tive to the common, makes its protection 
y assets and earnings easily the strong- 
est on the entire list. Failure to pay the 
meagre $280,000 dividend requirement is 
almost inconceivable. Consequently the 
security can well be compared with that 
of many medium grade bonds yielding 
no more. For if the investor pays an 
8% normal income tax next year, the 





TABLE II—SELECTED LIST OF AT- 
TRACTIVE PREFERRED STOCKS 
BASED ON TABLE I 

Rate 
Cum. 
Westi om Electric 


Price Yield 


5.55% 
6.00 
6.28 
6.63 
ugar 6.67 
Republic Iron & Steel. . 6.79 
Am. Sumatra pane = 


5.55% return on Westinghouse Pfd. is 
equivalent to over 6% on a non-tax-free 
bond. 

Furthermore, the present yield of this 
issue does not exhaust its possibilities. 
Westinghouse Pfd. participates equally 
with the common in any disbursement 
above 7% ($3.50). Since the latter rate 
is now paid on both classes, any increase 
in the common dividend would mean an 
equal gain for the senior issue. Consid- 
ering that earnings have averaged 18% 
to 20% on the common, with every indi- 
cation of continued prosperity, an 8% 
rate—or even higher—on Westinghouse 
Pfd. is far from impossible. 

While the next two issues are both gilt- 
edged, the somewhat higher yield of 
United Cigar Stores, Pid. should make it 
more desirable than Woolworth, Pfd. 
For the analysis in Table 1 shows that 
in all factors bearing on value—earning 
power before and during the war, cur- 
rent asset value, and common stock pro- 
tection—the Whelan issue makes an 
even better exhibit than Woolworth Pfd., 
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excellent as is the latter. The key to the 
strength of Cigar Stores Pfd. is the small 
size of the issue, only $4,527,000, com- 
pared with $27,000,000 common, selling 
above 130. If the common stock earn- 
ings dropped from $13 to only $2 per 
share, preferred dividends would still be 
covered 24 times. 

Dissimilar as they at first appear, Am. 
Beet Sugar Pfd. and General Motors 
Pfd. have several other points in com- 
mon besides their price and yield. Both 
are characterized by absence of funded 
debt, a strong working capital position, 
and a really excellent earnings record. 
Because of recent fundamental changes 
in the company’s organization, it is diffi- 
cult to find an accurate basis on which 
to value the present General Motors Pfd. 
(or debenture stock, which is essentially 
the same). The approximate figures 
given in the table indicate a technically 
stronger position than that of American 
Beet Sugar Pfd. If either of the two is 
compared with so highly regarded an in- 
vestment as American Agricultural 
Chemical Pfd., it must be admitted that 
the latter makes a less brilliant showing— 
despite its ten point higher price. More- 
over, if the pre-war record of Corn Prod- 
ucts Pfd., or the non-cumulative feature 
of American Cotton Oil Pfd. is consid- 
ered, it becomes evident that either Gen- 
eral Motors or Beet Sugar Pfd. affords 
greater security, without sacrifice of 
yield. 

Cumulative vs. Non-Cumulative 

The disadvantage of non-cumulative 
preferred stocks must be obvious to any 
one who realizes that the dividends sus- 
pended in bad years can never be recov- 
ered, no matter what prosperity follows. 
On this account we would select Amer- 
ican Linseed Pfd. as a shining example of 
an issue not to buy. The records show 
that it has paid no dividend at all in six- 
teen out of the last twenty years, the 
total payments averaging about 1% per 
annum. At the beginning of 1914 this 
stock sold at 29, so that the table shows 
that it has appreciated twice as much in 
market price as in asset value. Willys- 
Overland Pfd. yielding %4% less, is by 
all odds the better investment. Pre-war 
figures are not strictly comparable for 
Willys-Overland, because of the changes 


in capitalization. But during the past 
four years—not altogether clear sailing 
for the automobile companies—preferred 
dividends were earned 4% times. There 
is also a very substantial equity repre- 
sented by $41,000,000 common stock sell- 
ing at 116% of par ($25). 

Since one can never be certain of the 
future, it is idle to ignore the non-cumu- 
lative feature merely because the com- 
pany has always paid dividends in the 
past. This was the attitude of those who 
paid fancy prices for St. Paul Pfd. a few 
years ago, and have now seen a year’s 
payment withheld—never to be recov- 
ered. On this account we prefer Amer- 
ican Beet Sugar Pfd. to American Cotton 
Oil Pfd., and we would rather own Vir- 
ginia Carolina Chemical Pfd. than U. S. 
Rubber Pfd. (The latter’s excellent 
earnings record is offset by its top-heavy 
capitalization and somewhat unsavory 
market reputation.) American Car & 
Foundry Pfd. is so strongly entrenched 
that here the non-cumulative provision 
would appear entirely insignificant. 
Still, why take even an infinitesimal 
chance, when there is Barrett Pfd. or 
United Cigar Stores Pfd. to buy instead? 

Returning to our selected list, the next 
issue is Republic Iron & Steel Pfd., which 
requires little comment in view of the dis- 
cussion in the March 29 article. Amer- 
ican Sumatra Pfd., like Willys-Overland 
Pfd. (already discussed above), must be 
judged in connection with its high yield. 
By all our various standards, American 
Sumatra Pfd. shows up more favorably 
than Tobacco Products Pfd., which sells 
six points higher. If it is objected that 
Am. Sumatra’s prosperity is all war-won, 
the reply is that even in the 1912-4 pe- 
riod preferred dividends were earned 
about twice over—a 45% better exhibit 
than that of Tobacco Products, and full 
as good as that of the average industrial. 

If space permitted it could be shown 
that Lorillard Pfd. is cheaper than 
Liggett & Myers Pfd., or Goodrich Pfd. 
than Central Leather Pfd., or National 
Cloak & Suit Pfd. than Cluett-Peabody 
Pfd. The holder of any preferred issue 
should be able to derive a fair idea of 
the relative desirability of his security by 
carefully examining the figures given in 
Table 1. 
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Points Concerning the Par of Stock Issues—Coupon and 
Registered Bonds and Their Differences— 
Maturity, Yield and Income 


By GEORGE E. BARRETT 


ordinarily issued where it is desired 

to appeal to investors of small 
means. As it has been found easier to 
impose upon this class, most fraudulent 
stocks are offered with low par value. 

The advantage of obtaining investment 
securities in the smaller units is that it 
enables those with only a few thousand 
dollars to buy more than one or two 
securities, thus admitting a wide diversi- 
fication which, as outlined in a previous 
chapter, is one of the fundamental prin- 
ciples of investment. 

Another advantage of the small units 
of securities is that it enables a man to 
save and invest while he is saving. He 
may purchase $50 or $100 units which 
fit the requirements of the average man 
who would save to invest in securities. 
Of course the man who saves in smaller 
sums may more conveniently utilize the 
Savings Bank, or other institutions pro- 
vided for the accumulation of savings 
in small amounts. The War Savings 
Stamp Campaign endeavors of course to 
reach those for whom even the $50 de- 
nomination of the Liberty Bond is too 
large. An important business has devel- 
oped in the purchase of securities on the 
installment plan and will be referred to 
in a later chapter. 

The par value of a security has no re- 
lation to the value of the security, 
whether it be a bond, note or stock. As 
previously pointed out it merely presents 
the means for determining the part of 
a total issue of securities, which the cer- 
tificate represents. In the case of stocks 
the par value has been abandoned recently 
in connection with the issue of many 
common stocks. Preferred stocks, 
however, continue to carry a par value. 

On Bond or Note circulars part 
or all of the following phrase may ap- 

ear: “Coupon Bonds, Bonds issued 
in coupon form with privilege of regis- 


GS ‘ocainas of a par value of $1.00 are 


tration of principal, Fully Registered 
Bonds.” 
Coupon and Registered Bonds 

The common form for a bond or note 
is the coupon form. Attached to the 
certificate there are small coupons rep- 
resenting the amounts of interest, pay- 
able at stated periods, to the maturity of 
the bond. Occasionally in the longer 
term issues coupons are attached for 
part of the time only, the holders re- 
ceiving additional pages of coupons at 
some later date to avoid having the 
certificates too bulky. Each six months 
the investor should clip off the cou- 
pon and deposit it in the bank as a 
check. A coupon cannot be collected 
until it is due, but at such a time the 
coupon of a security of a responsible 
corporation is as good as the check 
of that corporation. : 

A coupon bond does not bear the 
name of the owner, and can pass from 
hand to hand in the general course 
of business just as money. Bonds, of 
course, do not pass as money, as our re- 
quirements for a circulating medium 
are fully met by money printed by the 
Government. The purchasers of bonds 
usually want to know from whom they 
are purchasing securities, just as a 
bank wants to know the individual 
who wishes to cash a check. 

Coupon bonds sometimes have the 
privilege of registration of principal, 
that is to say, the principal of the 
bonds bears the name of the owner. 
The corporation or its representative 
keeps a record of such bonds and they 
cannot be sold except when signed or 
endorsed by the owner and the purchas- 
er’s name properly placed upon the books 
of the corporation. Bonds registered 
“as to principal only,” bear coupons in 
the same manner as coupon bonds. 

Fully Registered Bonds have no cou- 
pons attached. They are registered as 
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to principal in the same manner as 
bonds bearing solely this privilege, and 
in addition are registered as to inter- 
est. Instead of having coupons by 
which the holder collects interest, the 
interest is forwarded by check in the 
same manner as dividends are raid to 
the person in whose name the bond is 
registered. They are likewise trans- 
ferable only on the books of the com- 
pany. 

From the standpoint of marketabil- 
ity, coupon bonds are the preferable 
form because they are more readily 
salable. Registered bonds sometimes 
bring a lower price than the coupon 
bonds of the same issue, but on the 
other hand the owner has protection 
against loss by theft. 

Provision is sometimes made by the 
interchange of the different forms of 
bonds. When exchange of registered 
bonds into coupon bonds is permitted 
a charge is usually made, but there is, 
generally no charge for changing a 
coupon bond into a bond registered as 
to principal only. 

These different forms of bonds are 
designed to meet special requirements. 
There is less risk of theft in the case 
of bonds registered as to principal, and 
it may be more convenient to receive 
interest by check as in the case of reg- 
istered bonds than to clip the coupon 
each time the interest is due on a cou- 
pon bond. Many, however, prefer this 
latter privilege. 

It might be well to point out that 
Preferred or Common stocks are never 
issued in coupon form. A share of 
stock, or rather a certificate for any 
particular number of shares of stock, 
is always made out in the name of the 
owner and is only transferrable upon 
the books of the company or its agents. 
All dividends on the stock are sent by 
check to the address given by the 
owner of the stock. 

Certificates for stock, however, be- 
come negotiable when they are en- 
dorsed in blank by the owner, that is 
to say when the owner’s signature is 
placed upon the back of the certificate. 
Such endorsements must be properly 
witnessed and for the certificates to be 
readily acceptable the name of a well 


known banking house or individual 


must be thereon. 


Maturity Date 


In the case of bonds or notes which 
bear the obligation of a corporation 
to repay the principal, there is always 
a maturity date when the payment 
shall be due. Circulars describing such 
securities usually give both the date 
the bonds were issued and the date 
they are to become due. Some bonds 
have no maturity, the principal ex- 
amples being certain foreign govern- 
ment issues, such as French Rentes 
and British Consols. There have been 
bonds issued in this country, known as 
annuity bonds, which were given no 
due date, although redeemable after a 
certain period. The investor can of 
course ascertain from the date of is- 
suance whether it is an old or new 
issue. This, to some extent, has a 
bearing upon the security, in that if it 
is an old issue it may have become 
“seasoned” or may have been outstanding 
long enough to have its price reflect 
the general opinion as to its value. 
Seasoned bonds are preferred by cer- 
tain investors in place of new issues. 

According to the particular require- 
ments of individuals securities of va- 
rious maturity dates are desired. The 
investor who is uncertain as to the im- 
mediate future may wish short-term 
notes, which will insure his having his 
principal in hand for reinvestment, at 
maturity, within a short time. There 
are many 100 year bonds, which have 
no practical maturity for the holder. 

Having a variety of maturity dates 
of securities enables an investor to 
diversify his securities as referred fo in 
a previous chapter. Persons buying 
securities strictly for investment usu- 
ally prefer the longer-term issues, as 
the frequent reinvestment of funds is 
thus avoided. 

An important feature of the matur- 
ity date is the bearing which it has to 
the rate of income which the security 
yields the investor. Preferred or Com- 
mon stocks, as previously explained, 
can have no maturity date. 


Yield, Income or Basis 
Bonds and preferred stocks bear 
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either an annual rate of interest or are 
entitled to a regular rate of dividends, 
while in the case of common stocks the 
dividend rate of course varies. Natur- 
ally if an investor purchases a preferred 
stock which carries a dividend of 7% 
per annum, he is entitled to receive $7 
on a share of stock of $100 par value, 
or $7%. However, if he should pur- 
chase this stock at $90 per share, he 
would still receive $7 per annum divi- 
dend, which would amount to more 
than 7% on the price paid. The rate of 
income in such a case would be 7.78%. 

In connection with bonds or notes 
having a fixed maturity date the se- 
curity is to be paid off at that time at 
par or 100%. A bond bearing 5% in- 
terest of a par value of $1,000 would 
return the investor $50 per annum. 
Obviously if he paid for this 
$1,000 bond the $50 received as interest 
each year would amount to a higher 
rate on the purchase price. 

However, in the case of a bond the 
investor will receive at maturity the 
difference between $900 actually paid 
and the par value of $1,000 or $100. 
While the actual cash received each 
year on the bond will not be increased in 
this manner, still the practice has grown 
up and has been recognized by law of ap- 
portioning the difference between the 
purchase price and the maturity figure 
over the period intervening between 
the date of purchase and the date of 
maturity, applying it to the rate of in- 
terest actually received on the cost 
price. 

The mathematical calculations to de- 
termine in all cases and under all cir- 
cumstances just how much this in- 
creases the income return on a security 
are difficult. 

In addition to the above, interest is 
figured on part of the interest received 
at intervals up to maturity, on the 
theory that these sums are available 


for reinvestment. The rate used may 
be fixed at 4% or it may be the same 
rate as that borne by the bond or note 
in question. 

These calculations have all been re- 
duced and printed in what are known 
as basis or bond value tables. By ref- 
erence to these tables, it is a very sim- 
ple matter to determine accurately 
what is the basis or income yield of any 
security bearing rate of interest ma- 
turing at any time and purchased at 
any price. 

It is customary to speak of the yield, 
basis, rate of income, or the return of 
a security bearing a maturity date ac- 
cording to the exact figures shown in 
these tables for any particular set of 
facts. 

This matter is of considerable im- 
portance to the investor, as might be 
illustrated by the following example. 
Through the purchase of a 3%4% bond 
due in 21 years at say 70% or $700 for 
a $1,000 bond, the purchaser would be 
buying this security on a 6% “7 

e 
would, however, actually receive in 
cash each year but $35 or 5% on a $700 
investment. On the other hand, he 
might purchase a 6% bond at 100, or 
$1,000. He would then receive $60 
cash income per annum, and this rate 
would not be increased under the bond 
tables. He might, purchase a 5% bond 
due in 15 years at $90, or $900. He would 
then receive $50 in cash each year, or 
5%4% on the purchase price. Accord- 
ing to the income or bond value tables 
he would have purchased the bond on a 
6% basis and by holding the security 
to maturity, he would actually have re- 
ceived 6% per annum. As a matter of 
fact it is not always possible to hold 
long-term bonds to maturity and one 
is often more interested in the actual 
cash income. 


figured by the bond value table. 





BACK FROM WAR 


Col. John W. Prentiss, of the Stock Exchange 
firm of Hornblower & Weeks, is back at his desk after 
an absence of about two years, during which time he 
was in the service of the country. 


Harvey D. Gibson has returned from France after 
nine months’ work with the American Red Cross, in 
which he served in the capacity of Commissioner for 
France. He has resumed his duties at the Liberty 
National Bank, of which he is president. 


Colonels Henry M. Sternburger and W. T. Starr, 
well known in Stock Exchange circles, have been dis- 
charged from service. They soon expect to be seen in 
their familiar haunts. 


Major Frederick Bull has become connected with 
Chandler Brothers at 34 Pine Street. 








Current Bond Offerings 


Briefly Discussed and Analyzed 


BRIEF discussion and analysis of the more 
important new bond offerings will be a regular 
feature of Tue Macazine or Watt Srreer 
hereafter. The number of new offerings has been 
cut down quite substantially during the war period, 
and there will be very few of them until the coming 
Liberty Loan is out of the way. With this event 
over, we are inclined to believe that borrowers will 


be in the market with many flotations. These should 
include a number of very attractive purchases for 
all classes of investors, and the purpose of this de- 

ent will be to present the salient facts concern- 
ing them. The status of each bond as to taxation 
will be discussed as fully as possible, and issues 
— in less than $1,000 pieces will be so desig- 
nat 





LIST OF CURRENT OFFERINGS 


Issue 
Government and Municipal: 


‘ _, Feb. 1937 
Pattee Meaweae ot Geent Bats. & Boo. Oihe. . cee eet, Gad, 


after Nov. 1923 


Joint Stock Land Bank 


City of Philadelphia 4%s 
State of Louisiana Port Commission 5s 
State of Louisiana Canal 5s 
City of Atlantic City 4%s 
Cleveland School District 5s 
City of Woonsocket, R. I., funded 5s 
City of Toronto serial 5%s 
Railroad: 


New York, Chicago & St, Louis 2nd & imp. 6s. May 


Chicago, St. Paul, Minneapolis & Omaha 
cons. 
Public Utility: 
Laclede Gas Light Ist coll. 7s 


of Baltimore 7s 
Industrial: 


Island Refining 10-Year Participating 7s.... Apr. 


(a) Exempt from Federal Income tax, including sur- tax. 
(c) Exempt from Federal, State and Municipal taxation as to interest and principal, 
(d) Principal and interest payable without deduction for British taxes, 
(e) Available in $500 denominations. 


amount of 2%. 
excepting inheritance taxes. 
present and future. 
$500 and $100 denominations. 


pr. 1920-39 


Jan. 
Niagara, Lockport & Ontario Series A ref. 6s. Feb. 
Consolidated Gas, Electric Light & Power A 


Yield to 
Maturity 


5.50%d, f 
4.50@5.00c, f 


Maturity Offering Price 


99%-100 
102 


. 1949 101% 
. 1927-59 100 

1930-59 100 
. 1938-"47 96.90 @97.50 
100.29 @ 103.86 
1920-’59 100.14@102.58 
1919-38 


1931 


5.50 
6.756 
5.25 


7.00 
6.40 


7.00 
8.10 


(6) Company’ pays normal income tax to the 


(Only 1939 maturity.) (f) Available in 





UNITED KINGDOM OF GREAT BRITAIN & 
IRELAND 5%s. Safety of these bonds is unques- 
tionable, and as British credit approaches levels be- 
fore war, should show pretty substantial appreciation 
in market value. 

JOINT STOCK LAND BANK 5s, due 1938, re- 
deemable at par and interest after November, 1923. 
At 102 yield 4.50% to 1923, which brings principal 
value down to par, and from that date to maturity 
yield 5%. Secured by first mortgages made under 
Federal supervision or by U. S. vernment certifi- 
cates. Acceptable as security for Government de- 
posits, including Postal savings. In view of tax- 
exemption especially attractive for large investors. 

AMERICAN MUNICIPALS. All high-grade. Rates 
of return rather high for issues of this type. Con- 
sidering exemption from Federal income taxes, very 
desirable for large investors. 

CITY OF TORONTO SERIAL 5%s. Also high- 
grade. Issues of this municipality sell on about best 
credit basis of all Canadian municipals. Principal 
and interest payable in American funds. 

NEW YORK, CHICAGO & ST. LOUIS 2nd & 
IMP. 6s. Interest charges well protected. Secured 
by direct lien on road subject to only $18,350,000 Ist 
4s, 1937 outstanding under closed mortgage and being 
retired by sinking fund. Secured ratably with 
$10,000,000 debentures. Amount offered $4,135,000. 

CHICAGO, ST. PAUL, MINNEAPOLIS & 
OMAHA CONS. 6s. High-grade. Underlying issue 
of Chi Northwestern system. loa—- ed in 
assets and earnings. Amount offered $6,070,000. 


LACLEDE GAS LIGHT ist COLL. 7s. Strongly 
secured and yield very attractive. Conversion into 
stock par for par has no early value. Also convertible 
into 30-year 5s at par for notes and on a 5%4% basis 
for bonds. With better grade utility bonds nearer 
normal levels, this privilege should prove of some 
value. Amount offered $11,000,000. 

NIAGARA, LOCKPORT & ONTARIO SERIES A 
REF. 6s. Interest charges have a fairly wide margin 
of safety, and earnings have showing steady 
improvement in past five years. Direct mortgage on 
property subject to only $8,905,000 closed mortgages 
whose retirement is provided for in this mortgage. 
Exempt from personal property taxation in New York 
one beeen offered $1,980,000. 

DATED GAS, ELECTRIC LIGHT & 
POWER CONVERTIBLE 7s. Strongly secured and 
vies ar ae Sey into 30-year ist 
refunding 6s, - _ Privilege should prove valuable. 
General 4%s, 1935 of company in present bond market 
selling on about 6% basis. Amount offered $5,000,000. 

ISLAND REFINING CORPORATION 10-YEAR 
PARTICIPATING 7s. Offered to stockholders of 
Island Oil at close of business April 7 at 92% in pro- 
portion of $100 principal value of bonds for each 
fifty shares of stocks owned. Beginning of plan by 
Island Oil to do its own refining. Virtually a bond 
of the Island Oil. Carries participating feature stipu- 
po | that in addition to 7% interest bondholders are 
entitled to a pro rata share of an annual distribution 
of ay ce ae ee ite sinking fund require- 
men ° e Is for the preceding 
calendar year. ~ a 
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BOND BUYER’S GUIDE 


Arranged by F. M. Van Wicklen 


HE following table includes most of the active bonds listed in the New York Stock 
Exchange. An endeavor has been made to arrange these bonds in the order of 
their desirability as investments, based upon a combination of two factors, namely, 
security of principal and income return, 

In many cases it is difficult to determine whether a certain bond should be rated above 
or below another, and in this respect the investor who has uppermost in mind security of 
principal, will no doubt differ as to classification, with one who is concerned primarily with 
the amount of income received from the investment, and vice versa. The arrangement below, 
however, attempts to balance these two factors. This table appears in every other issue 
of this magazine. 
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tCent. Pac. Ref. 4s, 1949 

Wabash Ist 5s, 1939 

Southern Ry. Cons. 5s, 1995 
Union Pacific 6s, 1928 

Kans. City Term. Ist 4s, 1960 

N. Y. Cent., L. S. Coll. 3%s, 1998 
C., Rock I. & Pac. Gen. 4s, 1988 
tReadinig Gen. 4s, 1997 

Second Grade: 

*St. L.-San Fran. p. 1. 4s, 1950 
tDen. & R. Grande Cons. 4s, 1936 
Mo. Pac. Ref. 5s, 1923 


U. K. Gt. Brit. & I. 5%s, 1937 
Paris 6s, Oct. 15, 1921 
*Anglo-French 5s, Oct. 15, 1920 
*Jap. 2nd Ser. Ger. Stpd. 4%s, 1925 
(Par value $974) 
*French Cities 6s, Nov. 19 
U. K. Gt. Brit. & I. 5%s, 
Dom. Canada 5s, April 1921 
Dom. Canada 5s, April 1926 
*Am. For. Sec. 5s, Aug. 1919 
U. K. Gt. Brit. & I. 5%s, Nov. 19 : 
Dom. Canada 5s, April, 1931 Ches. & Ohio Conv. 4%s, 1930 
ag & —~ Conv. 5s, 1946 
Railroad Bonds Legal for New York Sta . Pac. Conv. 4s, 1929 
Savtnae Banks oe tSo. Pac. Conv. 5s, 1934 
First Grade: C., Rock I. & Pac. Ref. 4s, 1934 
Pennsylvania Gen. 5s, 1968 $Col. & So. Ref. 4%s, 1935 
Lou. & Nash. Unified 4s, 1940 *N. Y. Cent. Conv. 6s, 1935 
s, 1955 Kans. C. So. Ref. 5s, 1950 


*Pere Marquette 5s, 1956 
At. Coast Line Cons. 4s, 1952 Mo. Pac. 

C. B. & Q. Gen. 4s, 1958 tErie -Cons. 4s, 1996 

Union Pacific 1st 4s, 1947 C. C. C. & St. Louis Gen. 4s, 1993 
*Norf. & West. Cons. 4s, 1996 St. L. So. West. ist 4s, 1989 

C. & Northwest. Gen. 5s, 1987 tErie Gen. 4s, 1996 

tUnion Pacific Ref. 4s, 2008 Chic. Gt. West. Ist 4s, 1959 
*Nor. Pac. p. Ist 4s, 1997 Southern Ry. Deb. 4s, 1955 

N. Y. Cent. Ist 3%s, 1997 


West. Md. ist 4s, 1952 
Lake Shore ist 3%s, 1997 Industrial Bonds 
pT tetra Tene In 13 
Ti, Cont. Ref. 40, 1955 Western Electric Ist 5s, 1922 


*Beth. Steel Ref. 5s, 1942 
M. St. P. & S. S. M. Cons. 4s, 1938.... - 
C.. M. & St. Paui Gen. 4% tLackawanna Steel Cons. 5s, 1950 


. *Midvale Steel 5s, 1936 
{Balt. & Ohio p. lst 330, 1925 Armour & Co. R. E. 4%s, 1939 
tBalt. & Ohio ist 4s, 1948 Rep. I. & Steel Ss, 1940 
Great Northern 4%s, 1961 National Tube Ist 5s, 1952 
Del. & Hudson Ret. 4, 1943 Indiana Steel ist Ss, 1952 
Nor. Pacific Gen. 3s, 2047 Va. Car. Chem. Ist Ss, 1923 
Second Grade: Am. Smelt. & Ref. Ist 5s, 1947 
*C., M. & St. Paul Conv. 4%s, 1932 ; U. S. Steel S. F. Ss, 1963 
tBalt. & Ohio Conv. 4%s, 1933 74 . *Am. i. Chem. Conv. 5s, 1924 
C., M. & St. Paul Ref. 4%s, 2014 6. Wilson & Co. 6s, 1941 
*C., M. & St. Paul Conv. 5s, 2014 ’ Inter. Mer. Mar. 6s, 1941 
Balt. & Ohio Ref. 5s, 1995..... dE 78 . *U. S. Rubber Ref. 5s, 1947 
tN. Y. Cent. Ref. 4%s, 2013 . Am. Cotton Oil Deb. 5s, 1931 


Railroad Bonds Not Legal for New York °™ Elec. Deb. 5s, 1952 

State Savings Banks Public Utility Bonds 
First Grade: *Am. Tel, & Tel. Conv. 6s, 1925 
C., B. & Q. Joint 4s, 1921... *Am. Tel. & Tel. Coll. 4s, 1929 
tUnion Pacific Conv. 4s, 1927. *Am. Tel. & Tel. Coll. 5s, 1946 
Lehigh Valley 6s, 1928 *N. Y. Tel. 4%s, 1939 
Oregon Sh. Line Ref. 4s, 1929 Con. Gas. N. Y. Conv. 6s, 1920 
At. Coast L., L. & N. Coll. 4s, Int. . Tran. Ref. Ss, 1966 

192 Public Serv. Corp. N. J. 5s, 1959 
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*—In denominations of $100, $500 and $1,000. 
t—In denominations of $100 and $1,000. 


$—In denominations of $500 and $1,000. 
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A. L. Ist 4s, 1950.. 
"Virginian Ry. Ist 5s, 1962.. 
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Investment Inquiries 


A letter enclosing stamped self-addressed envelope will bring you a PERSONAL 
reply to an inquiry on any security in which you are interested. This Investor's Per- 
sonal Inquiry service is free to yearly subscribers. 


PENNSYLVANIA R. R. 
Dividend Should Be Safe 


Pennsylvania has for many years been highly 
regarded as an investment issue. It has an 
enviable record of dividends for over a half 
century and has earned a place as one of the 
best railroad stocks, but its present price of 44 
shows = a reduction from former levels. 
Railroad stocks in general have suffered on ac- 
count of the problems which they have had to 
face during the past year or so. Pennsyl- 
vania has been affected by high operating costs, 
but this difficulty has been experienced by most 
of the roads, especially east of the Mississippi, 
and need not give you concern. The compen- 
sation guaranteed the road under Federal 

rations is more than sufficient to pay the 
dividends, which is the best assurance of 
safety. 


FRISCO PRIOR LIEN 5s 
Instead of Columbus Power-Light Rfd. 5s 


Columbus Power-Light refunding 5s is a 
well secured bond on which interest charges 
have been earned by a rather wide margin. 
The company owns and operates the street rail- 
= oem of Columbus, with suburban lines 
to Marble Cliff and Westerville, and the com- 
mercial electric light system of the city and 
vicinity. 

The bond is secured by a general mortgage 
on all the properties, subject to a number of 
comparatively small and close liens for whose 
retirement the mortgage of this issue provides. 
The franchise situation is not very satisfac- 
tory, however. The street railway franchises 
‘expire 1926. Two of the light and power 
franchises are perpetual and the others expire 
from 1926 to 1928. All of these dates are a 
number of years before the maturity of the 
bonds. 

Another possible objection is that the market 
for issues of this character is comparatively 
limited. At 71 the bond yields about 7.8%. 
We suggest that you purchase St. Louis-San 
Francisco prior lien 5s in place of the Colum- 
bus Railway issues. At 75 the bond would 
yield a little more than 7%. This issue is well 
secured, and while as yet in the unseasoned 
class, should in time be in a substantially bet- 
ter investment position and see a higher mar- 
ket value. The market is also more active 
than is that of the traction bond. 


NEW YORK RAILWAYS BONDS 
In Speculative Position 

So far as we know, there is at present no 
reorganization plan in contemplation for New 
York Railways. 

As you undoubtedly know, the whole situ- 
ation is not a very happy one, and that under 
present conditions both the New York Rail- 
ways Ref. 4s and the Adjustment 5s are in a 


speculative position, especially, of course, the 
latter. 

Both bonds are ~_ very low; the Re- 
funding 4s at 39 and the Adjustment 5s at 
12%. At these prices it is quite possible that 
you might be able to realize some profits on an 
advance which are to be expected here and 
there in connection with many rumors which 
usually float around in a long-drawn-out reor- 
ganization, but as a long-pull proposition we 
are not inclined to favor them. 

We would add, however, that we have been 
advised that the Carson-Martin bill now being 
considered at Albany and permitting the Pub- 
lic Service Commission to raise rates will be- 
come law, and if this turns out to be so, it 
should prove a strong bull point for both 
issues. 

Still, our final advice is to watch your step 
very carefully, at any rate until the situation 
has taken a very definite turn for the better. 


CHI., MILWAUKEE & ST. PAUL PFD. 
Should Be Held Now 


Chicago, Milwaukee & St. Paul has not 
signed its contract with the Raiiroad Admin- 
istration, and the reasons are 7 mystery to 
Wall Street. The dividend on the preferred 
stock has been deferred on many occasions, 
partly because the company has not been show- 
ing a wide margin over operating expenses 
during the past year or so. It is useless for 
the company to merely borrow money from 
the Government for the purpose of paying 
dividends, as this would only further defer 
the trouble which the company has been having 
to meet its fixed charges and maintenance ex- 
penses. 

Ultimately, we believe that some dividend 
will be forthcoming on the,preferred stock, 
and as your stock cost you somewhat high 
prices, we suggest that you retain your hold- 
ings with the idea of selling when you can do 
so without excessive loss. 


MANHATTAN GUARANTEED 
Stocks’ Present Position 

Manhattan Elevated was discussed in the 
Jan. 18 issue of THe Macazine or WALL 
Street. The author came to the conclusion 
that if a receivership should develop, the re- 
ceivers will find it advisable to keep the lease, 
as the Interboro Co. might lose its extensive 
investment in improvements, etc., should it 
repudiate it. 

The Manhattan Co. has shown an average of 
9% on its stock for many years until 1918. 
Under normal conditions there is no reason 
why these earnings could not be maintained. 
However, conditions are not normal now and 
high costs are affecting this road as well as 
the other tractions in New York. If an in- 
crease in fare is granted, a solution of the 
whole problem will be found at once, but if 
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this increase is not forthcoming, the future 
for this compeay is not particularly bright. 
As an individual operating company, it prob- 
ably would not be good policy to pay 7% 
dividend when the company is only earning 
9% and has no surplus to fall back upon. 
Thus, if the company was handed back to the 
lessors to run themselves, earnings would 
probably not be very much greater than they 
are now, and in that event the safety of the 
7% dividend would be impaired. 

It is hard to foretell the exact outcome of 
the very much muddled New York traction 
situation, and is doubly hard to advise un- 
fortunate security holders of these companies 
what to do now. Generally ing, the worse 
is known and the market prices of the stocks, 
Manhattan Elevated in particular, have prob- 
ably discounted the worst for the present. 

The best policy to pursue now, in our opin- 
ion, is to hold this stock for a short time at 
least and await developments. If things should 
take a turn for the better, you might do well 
to liquidate on a que rally and get into some- 
thing else whose future is more certain. 


INTERNATIONAL PAPER & AMERI- 
CAN ICE PFD. 
Issues Offer Good Possibilities 


A complete analysis of the International 
Paper appeared in the March 1 issue of THE 
Macazine or Watt Srreer. We believe that 
a careful study of this article will hten 
you on many points of this company’s affairs. 
Earnings have been very large in = last two 
or three years and the company ed 
in building up considerable equities behind its 
security issues. The preferred is in a semi- 
speculative position as yet, as the earning 
power on the issue has not been proven over a 
period of years, but with the large sums back 
of the issue, due to previous prosperous days 
and the outlook bright because of the com- 
pany’s Pe ge y and satisfactory position 
in the field, we believe the stock is entitled 
to a good rating as a semi-speculative business 
man’s investment with opportunities for profit 
marketwise as the preferred becomes stronger 
in an investment way. 

American Ice had a very good year in 1918 
and because of favorable weather conditions, 
earnings are expected to be very much larger 
this year. As a usual see, | this company loses 
money in the winter time, but makes it up and 
gets its additional profit during the summer 
months. This winter has been unusually 
profitable for the company, in that it had large 
supplies of ice on hand ,and was able to sup- 
ply an unexpected market, owing to the mild- 
ness of the weather. In addition the principal 
competitors of the company, consisting of nat- 
ural ice companies, have severely handi- 
capped because of their inability to get ice 
from local waters. Therefore the company 
will be able to profit by having less competi- 
tion, a shortage of ice, and plenty of ice in its 
own warcaouses owing to its extensive ice 
manufacturing plants. 


The preferred stock is working into a fairly 
sound investment position. It ys Bom, Af. dl 
cumulative and earnings have 
tially above the dividend requirements = the 
last three or four years. At around its present 
price of 60, it appears to be a good semi- 
speculative investment with excellent possibili- 
ties marketwise in that when earning power is 
finally and definitely established on the pre 
ferred, it should cut down the yield on the 
stock by an advance in market price. 


UNITED SHOE MACHINERY COM. 
An Investment Common Stock 


United Shoe Machinery Co., an attractive 

moderately priced semi-speculative investment. 
This company does a tremendous and profit- 
able business and has practically no competition 
and is very favorably entrenched in its partic- 
ular field. They have had some little trouble 
with their employees at the Beverly plant, but 
this is nothing more than industrial corpora- 
tions all over the country have been experienc- 
ing. 
We feel that United Shoe Machinery com- 
mon is a stock that you can well afford to 
hold in the anticipation that, sooner or later, 
it will move to a higher range. 

As to the possibility of extra-dividends, it is 
thought among well-informed sources that with 
the passing of the war and the company’s 
ability to reopen its European factories, the 
directors will again feel inclined to be generous 
in their distributions. 


SILVER 
Its Price Prospects 


We believe that the price of silver will in 
time come down from its prevailing very 
levels of about $1.01 an ounce, but it will 
very long indeed before it again drops to its 
old price of about $.60. This presupposes what 
we are inclined to believe, unless some extra- 
ordinary measures are undertaken, that the ex- 
change rates for silver will remain high also, 
though with the very severe restrictions upon 
the exportation relaxed, they should decline to 
a little lower level. The high rates have, of 
course, been due fundamentally to the very 
rapid advance in the price of silver, but also 
in a lesser —_ to the restrictions upon the 
exportation of silver to China. It is therefore 
possible that, with the international movements 
of silver nearer normal, rates will come down. 


Our reason for the position that the price for 
silver will not decline very materially is that 
the cost of production will undoubtedly remain 
on a high level, and that the demand will be 
large, especially for monetary purposes. The 
output of gold and silver, particularly the 
former, has been on the down grade in the 
last few years, and as gold miners are not 
making much money at present costs with the 
value of gold fixed at $20.67 an ounce, and the 
best deposits about exhausted, we cannot ex- 
any substantial increase in the output of 

ile the existing stocks can be made 
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to do more work, chiefly as a reserve for paper 














1096 


THE MAGAZINE OF WALL STREET 





money, there is obviously need for some sub- 
sidiary coinage, and possibly a silver mone- 
tary system in some of the more backward 
sections of the world. This means a large 
demand for monetary use. So far as we know 
there has been a comparatively small demand 
for silver in munitions. 

As to probable increases in the future out- 
put, it is, of course, difficult to predict. With 
conditions in Mexico becoming more stable, 
she should produce a larger amount and in 
time we may see a larger production in the 
United States, but the fact is that a large 
proportion of the American output is obtained 
as a by-product in the electrolytic refining of 
copper, zinc and nickel. We are of the opinion 
that any increase in output will be contingent 
upon the continuance of prevailing high levels. 

The upshot of the whole matter is that the 
price of silver should not decline very mate- 
rially over the next few years, certainly not 
more rapidly than most other commodities 
and possibly less, and that while freer expor- 
tation of silver may tend somewhat to bring 
down exchange rates for silver, they will be 
much above normal levels for some time to 
come. 


GRAY & DAVIS 
Earnings Large—Position Good 

Gray and Davis in 1918 handled the largest 
business in its history, the volume running 
over $4,000,000, three-quarters of the business 
being for the Government. As the materials 
for this war work were furnished by the Gov- 
ernment, it involved no financial burden for 
the company, with the result that at the pres- 
ent time the company is in a particularly 
strong position—so ‘strong, in fact, that the 
Directors have voted to carry out the agree- 
ment made over a year ago to purchase all of 
the preferred stock deposited. 

The company owes no money and after due 
allowance for heavy taxes, it is estimated that 
there will be a surplus of working capital of 
$150,000, in case the entire $600,000 preferred 
is retired. 

The showing made last year was the result 
of unusual conditions and it is idle to expect 
such excellent results under peace conditions. 
The company has, nevertheless, materially im- 
proved its position over what it was at the be- 
ginning of last year and stockholders have 
cause to feel very gratified, as the complexion 
of the company’s affairs has materially changed 
for the better. 


WESTINGHOUSE ELECTRIC 
Peace Prospects Bright 
_ Westinghouse Electric’s prospects in peace 
times-are good. All indications point to a 
continuance of the present ann divi- 
dend. The company has been very busy on 
war orders and undoubtedly its revenues from 
this source have been curtailed since the sign- 
ing of the armistice, but the strictly commercial 
orders are stated to be very large, and the 
income from Westinghouse’s investment has 


amounted to be about $1,000,000 in each of the 
last two years. 

The common stock is preceded by a very 
small bonded debt and only about $4,000,000 
of 7% preferred stock which has large equities 
in the properties. Net quick assets amounted 
to about per share (par $50) at the end of 
last fiscal year. The ultra-conservative char- 
acter of the management is shown in the fact 
that while the common stock has earned on the 
average 11.07% annually in the last ten years, 
directors have distributed on the average 
only 3.15% per annum. The other money has 
been turned back into the property with clearly 
satisfactory benefit to stockholders. 

The stock at 46 is about as high as it has 
sold during the past six months, and we do not 
know of anything to cause an immediate ad- 
vance in price, unless it be that recent develop- 
ments affecting the handling of the company’s 
foreign business are thought particularly favor- 
able. In this connection, we feel that it is too 
early to judge as to what effect these new ar- 
rangements will have upon the company’s 
earning power. Westinghouse is a good busi- 
ness man’s investment and within the next 
year or two may be expected to seek a higher 
level of prices. 


MONTREAL TRAMWAY Ist 5s 
A Better Class Bond 


Montreal Tramways Ist 5s need not, we 
think, give you any concern as to the stability 
of your investment. The cost of the property 
represented by this issue of bonds was over 
twice the total issue and as earnings have been 
steadily increasing and showing a wide margin 
over charges, it is evident that a strong rating 
for the bonds is justified. 

Of course, there has been so much concern 
about the expenses of transportation systems 
and the question of their ability to show any 
substantial earnings on existing income, that 
it has caused a feeling of unrest to a great 
many people who own such securities, but in 
your case you may rest assured that you have 
one of the better class of bonds. 


COMPUTING, TABULATING AND 
RECORDING CO. 

Yield High Compared with Its Security 

Computing Tabulating & Recording Co. 
has an actual book value of about $30 a 
share, but the future of this company seems 
assured. The dividend of 4% per annum es- 
tablished in 1917 seems safe beyond any reason- 
able doubt, as the company earned 15% in 
1917, 1134% in 1916, and about 634% in 1915. 
These are approximate figures. Between 1912 
and 1917, the company had succeeded in prac- 
tically doubling the net profits of subsidiary 
companies and it has accomplished this without 
materially increasing its funded debt or in- 
creasing its capital stock. Computing Tabu- 
lating is a holding oy organized in 
1911 and controls some of the largest scale 
manufacturing companies in America. The 
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and although the shares have not been the 
company has had a long and successful record 
subject of speculative attention on the Stock 
Exchange, they have advanced from around 30 
last year to about 40 during recent months. 
Subject to temporary declines which might 
occur in an irregular market, the shares are 
robably worth more than they are selling for. 

e regard them as a business man’s invest- 
ment of merit, considered strictly from the 
point of view of income. The yield is high 
compared with its security. 


NATIONAL CONDUIT & CABLE 
Is Liberally Capitalized 

National Conduit & Cable was reincorpo- 
rated in April, 1917, taking over the old Na- 
tional Conduit & Cable and other companies. 
The trouble has been that the new company 
seems to be liberally capitalized and conse- 
quently has been able to show a very small 
earning power, as it is at present constituted. 
In 1918 the company was hardly able to earn 
its fixed charges, with the result that it showed 
a deficit and had to draw upon its surplus to 
meet such charges. 

The stock does not appear attractive as 
compared with some of the low priced cop- 
pers, partict:!arly Magma and Kennecott. We 
do not favor a purchase and have been advis- 
ing holders to switch into something more 
attractive, like the meditim-priced coppers, as 
Kennecott, Magma, Ray, or a metal stock like 
International Nickel. 


SEABOARD ADJ. 5s vs. HUDSON & 
MANHATTAN 5s 
A Switch Suggested 

We believe that a switch from Seaboard Air 
Line Adjustment 5s into Hudson & Manhattan 
first 5s would prove profitable in the long run. 
Both issues are selling around the same price, 
and you would not lose much by transfer- 
ring from one into the other. 

The Seaboard bonds are a fairly good specu- 
lative issue in their class, but the railroad 
situation is none too bright, and it is a question 
whether Seaboard will be able to show suffi- 
cient earnings on this issue under adverse con- 
ditions. 

Hudson & Manhattan, on the other hand, 
is a coming proposition and its equities seem 
to be growing yearly. Just now the interest 
on these bonds is guaranteed by the Railroad 
Administration (the same as on Seaboard Air 
Line bonds) through the guaranteed rental, but 
Hudson & Manhattan is earning sufficient by 
itself to pay this requirement with a fair mar- 
gin to spare. 

The new arteries of traffic, developed by the 
opening of the new Interboro subways, flowing 
into Hudson & Manhattan various terminals in 
New York, should substantially increase the 
company’s earnings and in addition, when con- 
ditions become normal on the Jersey side, it 
is expected that the large traffic from Hoboken 
(that was cut off during the war) will be re- 
sumed. The bond is, of course, lative, 
but so are Seaboard Adjustment and we 


think there are better opportunities in the 
Hudson & Manhattan issue. 


PHILIP MORRIS 
A Low-Priced Issue 


Philip Morris Co. manufactures a leading 
high-grade cigarette, and under its new affili- 
ations with the Tobacco Products and United 
Cigar Stores management, it is expected that 
the sale of this brand will be materially in- 
creased. 

During the past seven years the company has 
aver about $200,000 annually, and last year 
earnings were increased to $271,000. ese 
amounts were before provision for Federal In- 
come and Excess Profits Taxes. 

The new company has 300,000 shares of 
stock, par value $10. Rights to subscribe at 
$4 per share were given Tobacco Products 
shareholders for each share held. 

The stock has been active on the N. Y. Curb, 
having advanced to the present quotation of 
13, which has naturally brought about consider- 
able profit taking, but there is evidence of ac- 
cumulation by strong interests, and we think 
that the shares are at present in a relatively 
strong technical position. It is a low price 
speculative issue possessing good prospects. 


MERCANTILE MARINE PREFERRED 
Not in Investment Class 


Marine Pfd. must be considered a semi- 
investment, its value being largely based upon 
the arrears of dividends which have accumu- 
lated, the prospects of the company paying 
these arrears sooner or later, and the ability 
of the company to do so. The assets of the 
company are of a very substantial character, 
consisting of cash, ships, and a good earning 
power at the present time. It is quite possible 
that if the Marine directors saw fit to liquidate 
the company, they could pay out the better part 
of the arrears of dividends and still have a 
large surplus, after paying bonds, to show for 
the preferred and common stocks. However, 
we do not believe that the directors themselves 
are absolutely certain of the future, and this is 
what is probably holding back any kind of 
settlement or a committal on their part as to 
the future dividend policy of the company. 
Marine Pfd. has always been a “mystery 
stock,” and will probably continue to remain 
so for some time. War earnings have placed 
substantial equities behind both the preferred 
and common stock and we would not say that 
the common stock is “water.” However, there 
are more conservative investments than Ma- 
rine Pfd. and common, especially among some 
of the copper stocks like Kennecott, Anaconda, 
Utah, Calumet & Arizona, and M a, while 
other preferred stocks like J. I. se Pfd., 
Willys-Overland Pfd., General Motors Pfd., 
Studebaker Pfd., etc., are still more conserva- 
tive. If one can judge the market accurately 
and stay close to the tape, it is quite possible 
that good speculative profits can be secured 
by purchasing even Marine Pfd. at these levels. 








SOME STOCKSWITCHES SUGGESTED 
B. J. H. SCOTT 
Recommendations for Semi-Hopeless or Long Dis- 


tance Rails— Marine vs. 


Nickel — Studebaker vs. 


Pierce-Arrow — American International vs. Smelting 


HE investor who listens well to op- 
portunity knocking at his door will 
at almost all times find that desir- 

able changes in his holdings are possible 
which will enable him to improve his for- 
tunes. The securities of a property on 
the down grade can be replaced by those 
of a company which is in an earlier stage 
of development but has prospects, and 
very often this can be done without any 
outlay of fresh capital. 

The market is an excellent judge of 
values, but it is a human institution, and, 
like all such, it is not infallible, and fre- 


switches is that a loss is a loss whether 
sustained in B. R. T., New Haven or 
First National Copper. It is uselecs to 
cry over spilt milk, and it is wellnigh 
nonsensical trying to save the milk, when 
you can go to a store and get some more 
milk. This analogy holds in the stock 
market, with slight variations. 

For example, Adams Express was 
formerly quoted at more than twice par. 
Undoubtedly many investors bought at 
these prices and have held the stock on 
its downward course. It is now around 
35. It is not paying dividends; the com- 





TABLE I—SWITCHES FROM SOME 


HOPELESS OR “LONG-DISTANCE” 


RAILWAY STOCKS 


FROM 


Issue 
Chicago, Great Western 
Chicago, Great Western, pfd 


Denver & Rio Grande, pfd 
Erie 


Issue 
Cosden & Co 
Bvoth Fisheries 
Glenrock Oil 
Island Oil & Transport 
Nevada Consolidated Copper 


2854 Willys-Overland 


Erie, second preferred 

Lake Erie & Western 

Lake Erie & Western, pfd 
Missouri, Kansas & Texas 
Missouri, Kansas & Texas, pfd 
New York, Chicago & St. Louis 
New York, Ontario & Western 
Pere Marquette 

St. Louis-San Francisco 
Toledo, St. Louis & Western 


Toledo, St. Louis & Western, pfd.... 9-20 
Toledo, St. Louis & Western, pfd. 
stock certificates 


Nevada Consolidated Copper 


Sapulpa Refining 
Nevada Consolidated Copper 


4 Island Oil & Transport 


Ray Consolidated 
St. Joseph Lead 
St. Joseph Lead 
United Eastern Gold Mining or Hecla 





quently it is a little slow as an indicator 
of alterations in the intrinsic values and 
prospects of properties. The best general 
rule for the investor to follow is to watch 
his holdings very carefully, or if for some 
reason he is not in a position to watch 
and analyze developments in connection 
with them, to submit his list to frequent 
analysis and examination by qualified in- 
vestment experts. 

A significant point to be emphasized 
before presenting a number of stock 


pany is in a bad way, and its prospects 
are anything but rosy. Why not get out 
of Adams into a stock like the Willys- 
Overland, which clearly does not as yet 
carry the former prestige of Adams, but 
pays dividends and has good promise? 
Investors are in the market to make 
money. There are, unfortunately, too 
many hobbies and preconceptions in con- 
nection with the security markets. 
Every proposition should be viewed 
strictly on its merits. If investors would 


(1098) 





SOME STOCK SWITCHES SUGGESTED 


1099 





stick to this rule, they would not pass by 
so many bargains solely because of some 
vague impression. 

The two tables herewith present a 
number of switches which I believe could 
be made with great advantage. Almost 
all of the issues into which investors are 
urged to switch are dividend payers, 
while very few of the stocks now held 
are paying anything. Another significant 
point is that the issues suggested in all 
cases pay a higher rate than the few 
dividend payers from which changes are 
advised. So far as is possible switches 
have been suggested which would not 
involve any further outlay of capital. 


Railroad Issues 


All of the above railroad stocks from 
which switches are suggested are either 
hopeless or offer no material prospects 
for many years to come. The Missouri, 


may score some slight advances, but gen- 
erally their fluctuations are quite limited. 
A significant point in this connection is 
that no wide upward movement in the 
rails is to be expected until the many 
uncertainties now attending the general 
railroad situation are removed. 

Excepting Chile Copper, all of the 
stocks into which switches are sug- 
gested are receiving dividends, and all 
of the properties appear to have pros- 
pects, either in the early future or for 
the long pull. While their market 
movements over short periods cannot 
be definitely predicted, they will give 
the holder materially better action 
than the rails which he now holds, and 
will offer much better opportunities to 
make up some of the losses that he 
may sustain. , 

Oils 
The oil issues suggested in the tables, 





FROM 
Price 
Issue 


About 
Tennesse Ry. Light & Power 5 
Tennessee Ry. Light & Power, pfd.. 21% 
Federal Smelting & Mining 9%4-10 
Inter. Mercantile Marine 
Studebaker 
American International 
Adams E 

29% 


TABLE sien. ws SWITCHES 


Pierce Arrow 
American Smelting & Ref 


% Willys-Overland 


Willys-Overland 





Kansas & Texas, the Toledo, St. Louis 
& Western and the Denver & Rio Grande 
are in receivership, and it is very prob- 
able, certainly in the case of the first two, 
that “Irish dividends” will come before 
the comforting kind. St. Louis-San 
Francisco, Pere Marquette and Wabash 
were given a pretty thorough house 
cleaning in their recent reorganizations, 
and in time the roads may work up to the 
point where they will be able to pay divi- 
dends regularly, but the holders will see 
many hard winters before them. 


The other properties are just about 
struggling along. Their position is just 
about stationary, and their future pros- 
pects very narrow indeed. Concerning 
the market course of this class of issues, 
it can safely be said that not much is to 
be looked for. In a strong market for 
the rails, those of the solvent properties 


Cosden, Glenrock, Island Oil, National 
Transit and Sapulpa, have all advanced 
in the recent upward movement in the 
oils, and it is very possible that they will 
react somewhat before going higher. 
However, they should see substantially 
better levels in time, and while the prop- 
erties are as yet in a rather unseasoned 
class, as stated, they have good possibili- 
ties for the long pull. Cosden, Glenrock 
and Sapulpa were discussed in “Search- 
light” of the December 21 edition of 
Tue Macazine or Watt Street. Isl- 
and Oil was also discussed there and in 
the November 23 edition. A very inter- 
esting analysis of National Transit will 
be found in the March 1 copy. 
Coppers 

Ray Consolidated and Nevada Consoli- 
dated are two of the better grade low- 
priced copper stocks. Both properties 
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are comparatively low cost producers and 
have substantial assets. A very instruc- 
tive comparative analysis of these mines 
appeared in the November 23 edition 
of THe Macazine or WALL STREET. 
Chile Copper has exceptional possibili- 
ties for those who can afford to wait, but 
persons who hold on patiently should find 
themselves amply compensated in time. 
Chile was treated in the preceding num- 
ber of this publication. 


St. Joseph Lead and Others 


St. Joseph Lead is a very substantial 
property. It is one of the leaders in the 
lead industry in the United States, and 
perhaps in the world. The stock does 
not enjoy a very wide market, but it has 
been paying very large dividends in the 
past few years, and at present prices 
yields quite a large return on the invest- 
ment. The issue undoubtedly has possi- 
bilities in a strong market for the metal 
stocks, especially if the reported im- 
provement in the lead market material- 
izes. 

Booth Fisheries is on a $2 annual basis, 
yielding about 9% at present prices. The 
stock is still one of rather speculative 
character, but has good prospects. The 
company owns extensive fisheries and 
fishing equipment, and in addition has an 
extension organization for the purchase 
and sale of fish and allied products. 
Earnings have been very satisfactory of 
late, and the market for the stock has 
been strong. 

American Druggist Syndicate, incor- 
porated in 1910, manufactures a large 
line of drugs, and its stock is largely held 
by retail druggists throughout the coun- 
try. The company is conservatively man- 
aged, and has shown good earnings in 
the past. Dividends have been paid as 
follows: 1911 and 1912, 8% each; 1913, 
9%; 1914, 7%; 1915, 1916 and 1917, 
8% each. Current dividends at the an- 
nual rate of 8%. Par of stock is $10. 
Company has no bonds or preferred 
stocks. Higher prices for drugs have 
largely increased earnings, but the pros- 
pects are that even with prices more 
normal they will remain very satisfac- 
tory. The stock looks like an attractive 
“specvestment” for the long pull. 

United Eastern Mining and Hecla 
Mining are of course speculative, but the 


properties have considerable merit, and 
are among the best of the low-priced 
mining stocks. Both are dividend payers. 
Of the two United Eastern is preferable. 


Marine Versus Nickel 


International Mercantile Marine com- 
mon is a “long-distance” speculation 
with little hope for dividends for some 
time to come. The stock is quite a specu- 
lative favorite and its market course is 
therefore rather erratic. However, at 
present prices, it is in my opinion over 
valued in comparison with other issues. 

International Nickel, on the other hand, 
is quite attractive at current levels. The 
company has a virtual monopoly upon the 
production of nickel in this country, and 
is one of the largest owners of the Sud- 
bury (Ontario) matte deposits, by far 
the leading source of ore in the world. 
Business at present is undoubtedly some- 
what dull, but with the steel and automo- 
bile industries active, there should be 
material improvement. Present dividends 
are at the rate of $2 per annum, having 
been cut in half earlier in the year. De- 
spite its advance, the technical position of 
the stock appears to be comparatively 
strong, and under normal conditions I 
am inclined to look for better market 
values, and very probably a resumption 
of the old dividend rate. 


Studebaker Versus Pierce-Arrow 


Studebaker has come down in the last 
few years. The decline in its stock since 
1917 has been almost as phenomenal as 
its advance in 1915 and 1916, and its 
dividends are now down to 4% per 
annum. The recent $15,000,000 7% note 
issue put the company in a position to 
pay off its bank loans and provided capi- 
tal to complete the plant at South Bend, 
Ind., but it also undoubtedly set back the 
time when larger disbursements can be 
made on the stock. The property is a 
substantial one fundamentally, and it is 
stated that it is now in a position to take 
on an extensive business from which it 
will show large profits. However, it will 
be some time before the property will 
again attain its old position among the 
motors. At present prices, the stock 
yields about 6.2%. 

Pierce-Arrow is selling around 45 and 
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pays $5 annually, giving a return of 11%. 
The company is earning this dividend 
with a steady and constant margin, and 
the dividend appears secure. Pierce- 
Arrow has been showing good expansion, 
and is providing for further development. 
It is reported to be working at capacity 
at present. The property is reputed to 
be very conservatively and efficiently 
managed and operated. At present prices 
it yields more than Studebaker, and in 
my opinion has better prospects. 
American International Versus 
Smelting 

American International has seen a very 
rapid advance to 90 in the past few 
weeks. The stock pays 6% annually, or 
$3.60 per share as the capital is only 60% 
paid in. The company has a very strong 
management, and excellent financial con- 
nections. Besides, it has laid very ex- 
tensive plans to expand its business, but 
to date it does not appear to have done 
very much, and its earning capacity is 
yet to be demonstrated. International 
holds large blocks of U. S. Industrial 
Alcohol, United Fruit and Mercantile 
Marine preferred, upon which it un- 
doubtedly has substantial market profits, 
but certainly profits of this character do 
not add stability to any business. At 
Gurrent prices, the stock is in a weak 
technical position and hardly looks at- 
tractive. 

American Smelting, on the other hand, 
is an old and well established concern. 
Owing largely to unfavorable develo 
ments in the copper trade and in its 
Mexican properties the company reduced 
its annual dividend from 6 to 4% earlier 
in the year. But Smelters has seen about 
its worst, and should benefit from any 
improvement in the my, situation and 
in Mexican conditions. The copper trade 
seems to have taken a turn for the better; 
improvement is reported to be coming on 


in the lead market, and there is at last 
some prospect that conditions in Mexico 
will become a little stabilized, unless of 
course the recently reported rebellion 
against the Carranza Government bears 
fruit. The stock has been very strong 
in the last few days, advancing in the 
face of general reactions in the market. 
At 71, the stock yields about 5.6%, and 
an early resumption of the old 6% rate 
is to be looked for. 


Adams Express Versus Willys- 
Overland 


When one considers the express stocks, 
if he is at all imaginative, he will remind 
himself of Old Black Joe, for “gone are 
the days.” The express companies are 
up against it. Adams showed a deficit 
in the first six months of 1918. It is at 
present part of the American Railway 
Express Co., and under Federal opera- 
tion. It is stated that when the Govern- 
ment relinquishes control of the com- 
pany, it is not at all inclined to resume 
business as an express carrier, and it is 
uncertain whether it could without addi- 
tional capital. The Government’s- con- 
tract is to run during the peridd of Fed- 
eral control of the railroads. Adams is 
not paying any dividends at present. 

Willys-Overland was fully discussed 
in the March 1 edition of THz MaGazINE 
or Watt Street. The company is in an 
excellent position, and is growing. The 
stock receives $4 annually in dividends, 
giving a return of about 13.5%. Its 
market possibilities are very interesting. 

Gaston, Williams & Wigmore is also 
paying $4 annually in dividends. How- 
ever, the company is as yet in the un- 
seasoned class, and has still to demon- 
strate its earning capacity. I am not in- 
clined to be very optimistic as to the 
continuance of the present dividend. The 
market action of the stock has been very 
unsatisfactory of late. 


TO OUR SUBSCRIBERS 


This issue, as our readers have perhaps already noted, appears with a new 
and distinctive cover and a make-up which represents a somewhat radical change 
from our former style. As these changes are made for the benefit of our readers 
we request that our readers express to us their opinions on these innovations. - 
We have always been guided, in times past, by the suggestions and criticisms of 
our subscribers and shall continue to be so guided in the future—Editor. 
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PROSPECTS FOR 


THREE GROWING RAILS 


By JOHN MORROW 


St Louis Southwestern—Colorado & Southern and St. Louis- 
San Francisco—Their Bonds and Preferred Stocks 


ULL and unattractive has been the 
market for the rail stocks, which 
is not unnatural, for widely known 

reasons. Lately there has been a grow- 
ing belief that the term of Government 
control under the present provisions may 
be measured, and that the return of the 
carriers to private operation is a prob- 
ability within the next year. 

In the case of the so-called weaker 
roads, opinion has been confused and un- 
certain, and in view of the unsettlement, 
their securities have commanded at best 
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rather a wavering market. As a result 
quotations at the present time are not 
accurately reflective of what might be 
the worth of the shares were a permanent 
rail policy formulated and the individual 
companies given a chance to make the 
best of the opportunities which their 
traffic offers. e position of three such 
systems, namely, St. Louis Southwestern, 


Colorado & Southern, and the St. Louis- 
San Francisco, is interesting enough to 
make pertinent some investigation into 
their possibilities. 

St. Louis Southwestern 


St. Louis Southwestern has been, indi- 
rectly perhaps, classed among the Gould 
group of roads, but it has been able to 
maintain its soundness, and has been 
spared the pains of a receivership. Earn- 
ings of the system, which prior to 1916 
were not particularly impressive, took a 
long jump ahead in 1916, and were even 
better the following year. Then came the 
Government action in taking over the 
roads with a guaranteed income return 
based upon the average for the three 
years prior to June 30, 1917. The effect 
of this was practically to nullify much 
of the improvement the road had been 
enjoying. 

However, the Government guarantee 
of earnings amply protects the interest 
on the company’s funded debt and makes 
the bonds outstanding look like rather 
attractive commitments. For example, 
the first terminal and unified mortgage 5s, 
1952, selling in the neighborhood of 60, 
give a straight income return of over 
8%, and are in a position to deserve 
close attention. 

It is estimated that under the Govern- 
ment guarantee the net income will be 
equivalent to slightly over 8% upon the 
preferred stock, and almost 4% upon the 
common. In 1918 the actual earnings 
returned were about $628,000 less than 
the Government guarantee of net income. 

St. Louis Southwestern is capitalized 
as follows: 


Equipments 

Preferred stock 

Common stock 16,356,100 
The system operates about 1,753 miles 

of road, its lines extending from St. 

Louis to Memphis, Little Rock, Fort 

Worth, Dallas, and other points through 
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Illinois, Kentucky, Tennessee, Arkansas, 
Louisiana and Texas. A large part of 
the freight traffic is in the transportation 
of forest products, which comprise usu- 
ally about 35% of the total. Products 
of agriculture come next with from 21 to 
22% of the total, while manufactures 
and miscellaneous make up about 25% 
of the whole. This represents a diversi- 
fied traffic, and one bringing good results 
in normal times. 

It is to be noted that the average 
freight train load, an excellent test of 
progress, had increased from 294 tons in 
1914 to 430 tons in 1917. Other illustra- 
tive figures show that the transportation 
ratio steadily decreased from 1914 
through 1917, and that the proportion of 
gross revenues devoted to maintenance 
was liberally kept up. The totals for 
1918 are not yet available, and if they 
were, would not furnish valuable evi- 
dence, for the performance of the roads 





TABLE I—PRICE RANGE, ST. LOUIS 
SOUTHWESTERN 


Preferred Common 


High Low High Low 
% 36 26 17% 
29 23 11 
37% 32% 16 
34 32 22 
28 25 19 
2814 19% 17 


* To March 29. 





last year may not fairly be taken as 
indicative of their development or prog- 
ress. 

At the end of 1917 earnings of St. 
Louis Southwestern made it appear as if 
the resumption of dividends upon the 
preferred stock, which is a 5% non-cu- 
mulative issue, was in sight, but as yet 
no action in this direction has been 
taken, and there are no present reports 
that directors are considering payments. 
The Government guarantee apparently 
covers the 5% dividend with some mar- 
gin to spare, but the Railroad Adminis- 
tration is inclined to allow dividend ac- 
tion only if the step is along the most con- 
servative lines. 

The preferred shares of the company 
are selling far below the levels of former 
years, and in the neighborhood of 30 


would appear to be a fair long pull specu- 
lation, but the common is in somewhat 
of an uncertain position, although it ap- 
pears low enough to share in a market 
that might discount the adoption of a 
permanent rail policy on the part of the 
Government. 

Reference to the graph will show the 
trend of Southwestern’s income over a 
period of years. The last dividend on 
the preferred was paid in April, 1914, 
but previous to that payments had been 
maintained at irregular rates from 1909. 
The table of price ranges of the preferred 
and common shares will give an idea of 
their selling positions when the senior 
shares were in the dividend paying class, 
and the road could be judged on its indi- 
vidual merits as a producer of traffic. 

Because of its steady improvement in 
the years just preceding the advent of 
Government operation, the position of St. 
Louis Southwestern is worth watching 
when definite ideas with regard to the fu- 
ture national rail policy may be obtained. 


Colorado & Southern 


Colorado & Southern has long enjoyed 
a powerful patron in the Burlington, 
which is, and has been for years, one of 
the strongest bulwarked rail systems in 
the country. In the years past, Colorado 
& Southern was regarded as the minor 
member of the Hill group of roads, and 
enjoyed a medium amount of prosperity. 
One favorable factor in connection with 
the company is the fact that Burlington 
was never under the necessity of depend- 
ing upon returns from its investment 
in Colorado & Southern to “make a 
showing.” This situation would natur- 
ally allow the subsidiary to use surplus 
funds for the benefit of its own prop- 
erty, and to keep its lines in good aver- 
age shape. 

Back in 1915 and 1914 Colorado & 
Southern struck a snag in the labor trou- 
bles that infested Colorado, and as a re 
sult earnings dropped to very small totals, 
and dividends upon both classes of pre- 
ferred stocks were suspended. Nothing 
was paid on either of the issues during 
1914 and 1915, but in 1916 2% was de- 
clared upon the first preferred. Both is- 
sues are 4% non-cumulative stocks. 

A synopsis of the capitalization of the 
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road will bring out the relations of the 
securities in a clearer way: Bonds, $62,- 
144,900; first preferred, $8,500,000; sec- 
ond preferred, $8,500,000; common, 
$31,000,000. 

Of the stocks, the Burlington owns 
$23,657,000 of the common and a sub- 
stantial amount, but less than a majority, 
of the preferred issues. 

Colorado & Southern operates about 
1,840 miles of road, of which 976 miles 
are in Colorado, and over 700 miles in 
Texas, with lines into New Mexico and 
Wyoming. The main line extends from 
Denver down to Fort Worth, Texas. 
Commodity figures show that normally 
between 50 and 60% of the total freight 
traffic is in mines products, which is di- 
vided among coal and various ores. 
Manufactures and agricultural together 
comprise about 26% of the total. 

The Federal income to which Colorado 
& Southern was entitled was fixed last 





TABLE II—PRICE RANGE, COLO- 
RADO & SOUTHERN SHARES 


[Ist Pfd. 2d Pfd. Common 
High Low High Low High Low 
1914..... 62 37% 35 29 28% 20 
EE 60 45 52 35 3844 24 
1916..... 62% 46 573% 40 37 24% 
__ ae 50% 48 46 41 23 20 
ae 55 47 48 27% 18 
¥*1919..... 54% 48% 477% 45 


28% 193% 





*To March 29. 





Fall at $4,274,964. After making allow- 
ances for Federal taxes, etc., it is esti- 
mated that after deductions for the 4% 
dividends upon both classes of preferred 
stocks, the balance would be equal to be- 
tween 3.75% and 4% upon the common 
stock. That estimate does not allow of 
promising hopes for payments upon the 
common stock, but the dividends upon 
the preferred stocks are amply provided 
for. 

Late in 1918 directors re-established 
the full dividends on the preferred 
stocks, which at current market prices 
look like attractive purchases. The first 
preferred around 54 will yield 7.4%, 
while the second preferred at 48 would 
bring the purchaser a return of better 
than 8%. It must be remembered that 
Colorado & Southern long since demon- 





strated its ability to pay these dividends, 
and even paid 2% upon the common from 
1908 to 1911 inclusive, and 1% in 1912. 
The floating supply of all of the shares 
is not particularly large, the market is 
rather limited and inactive, but for the 
permanent buyer of the senior shares 
those are not discouraging factors. 

The first mortgage 4% bonds, due 
1929, may be purchased around 87 to 
yield 5.69%, while the refunding and 
extension 4%s, 1935, at 77%, yield 
6.80%, and there is no apparent reason 
why either of these issues should not be 
bought. 


St. Louis-San Francisco 


St. Louis-San Francisco, commonly re- 
ferred to as the “’Frisco,” was one of 
the group of roads which found the going 
too arduous during the years immediately 
preceding the outbreak of the world war 
in 1914, and was forced to seek relief in 
a receivership. It was generally held that 
the funded debt of the system repre- 
sented a top-heavy burden, and the rec- 
ords of earnings for several years gave 


* sufficient grounds for entertaining that 


belief. During the fiscal years 1915-14- 
13 the company reported annually sub- 
stantial deficits after charges, and the 
financial breakdown was inevitable. 

As is customary, when the reorgani- 
zation was effected, it was found that 
fixed charges had been scaled down con- 
siderably. This was done through the 
issuance of income bonds upon which in- 
terest is payable only if earned. How- 
ever, the position of the stocks was not 
materially helped as regards the amount 
of charges preceding their claims upon 
earnings. 

Before the receivership fixed charges 
totaled $14,886,000. The new or reor- 
ganized company has fixed interest 
charges of about $8,700,000, while inter- 
est charges on the two issues of income 
bonds amount to $4,435,000. The pres- 
ent capitalization of the system stands as 
follows: Total fixed interest obligations, 
$197,024,275; adjustment 6% .cum. in- 
come bonds, $38,761,693; non-cum., 6% 
income bonds, $35,192,000; preferred 
6% non-cum., $7,500,000 ; common stock, 
$50,447,026. 

Prior to the reorganization there were 
two classes of preferred stocks outstand- 






















PROSPECTS FOR THREE GROWING RAILS 1105 





ing, and the record of earnings on those 
shares, as well as upon the one class of 
preferred stock now outstanding, is 
shown in the graph. 

On the basis of the standard return as 
certified by the Commerce Commission, 
it is estimated that in 1918 the ’Frisco 
system just about covered the interest on 





TABLE III—PRICE RANGE, ST. 
LOUIS-SAN FRANCISCO SE- 
CURITIES 

. (New Company) 


Adj. 
Inc. 6s Inc. 6s P’fd Common 
a. = Re ke | oe oe ee 
1917. 7654 56 39 42 24 26% 12 
1918. 7660 55 43 3334 2117% 9% 
*1919. 69 6234 4534 40% 27 22 14% 10% 
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both classes of income bonds, but there 
was practically nothing left for the stock. 

The system, as it stands to-day, oper- 
ates some 5,207 miles of road, extending 
from St. Louis south by the way of 
Memphis to Birmingham. Another line 


interest in the securities of the company 
has centered in the bonds, particularly 
the two income issues. The cumulative 
adjustment 6% issue, due 1955, has en- 
joyed a fairly broad market, and has at- 
tracted a substantial amount of specula- 
tive investment funds. These bonds are 
selling in the neighborhood of 66, where 
the direct income return is 9%. Their 
general position is strong enough to in- 
vite consideration of the purchaser who, 
for the high yield, is willing to assume 
some risks. The non-cumulative six per 
cent. issue, due 1950, is selling around 42, 
where the return is over 14%. Interest 
on this issue is paid annually, and as 
upon the adjustment income 6s, is de- 
clared only if earned. For speculative 
funds there is some attraction in the 
junior income bonds. 

The prior lien mortgage issues look 
fairly safe. These issues consist of the 
Series A 4% bonds, due 1950, Series B 
5s, due 1950, and the Series C 6s, due 
1928. All of these issues are a direct 
mortgage lien upon 3,470 miles of road, 
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goes down from St. Louis, south through 
Missouri, Oklahoma, into Texas. The 
system has more mileage in Oklahoma 
and Missouri than in any other state. 
Products of mines and manufactures con- 
stitute about 60% of the total freight 
traffic. 


Since ’Frisco was reorganized the main 





subject to about $13,500,000 prior securi- 
ties. 

Except in so far as they might be af- 
fected by any general improvement in the 
rail situation, the ’Frisco stock issues do 
not appear to possess any specific attrac- 
tions, and their position would seem to be 


wholly speculative. 
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THE MIGRATORY 
AMERICAN MALTING 


Now Become American Malt & Grain Co. 
—Former Common Stockholders Frozen 


Out—Old Malt in New 


Bottles 


By JAMES SPEED 


N the public prints there appeared 
I recently two notices which must 

have occasioned the same thrill to 
the American Malting Co. common 
stockholders that the householder ex- 
periences when returning late at night 
he finds his roof-tree settling down 
amid a pile of red hot coals. 

The first announcement, which bore 
the caption “Malting Plan Operative,” 
said: 

“The liquidation plan for the 
American Malting Co. has become 
operative, more than 60,000 shares 
of American Malting Co. first pre- 
ferred stock having assented to the 
plan formulated by the Readjust- 
ment Committee. Stock of the suc- 
cessor company, known as _ the 
American. Malt & Grain Co., was 
heavily oversubscribed by the Amer- 
ican Malting Co.’s first preferred 
stockholders.” 

The other announcement said in 
part: 

“Kensington plant of American 
Malting Co. is being operated at 
capacity, producing 35,000 bishels 
of malt a week to fill orders received 
from domestic brewers. * * * Or- 
ders call for immediate delivery and 
are sufficient to take output of this 
plant for between thirty and sixty 
days. Other plants of the company 
are being used for grain storage but 
four of them, Milwaukee, Buffalo, 
Watertown and Chicago, could im- 
mediately be reconverted for malting 
should business warrant the change. 
* * * No indication is given by the 
brewers as to their reason for buy- 
ing malt at this time, but it is un- 
doubtedly in connection with their 
determination to make beer of 2.75% 
alcoholic content, based on the claim 
that this would be non-intoxicating.” 


A Migratory Malt Co. 


The preferred stockholders might 
well approve the plan of “liquidation,” 
if such it is, for the way matters stand 
now the new American Malt & Grain 
Co., owned by the preferred stock- 
holders of the former American Malt- 
ing Co., is in a position to continue in 
the malt producing business with all 
the good-will and plant assets of the 
American Malting Co., but without the 
incubus of the presence of the Ameri- 
can Malting common stockholders. 
The new company will sell “ex” the 
old company junior shareholders. In 
short, the net result is as complete a 
“squeeze-out” of common stockhol- 
ders as it has been the privilege of 
the financial district to observe in a 
long time. 

This is the second migration of the 
company. The first was when the 
former holding company, the Amer- 
ican Malt Corporation, merged with 
the American Malting Co., share for 
share, in November, 1916. 

Let us review the steps by which the 
American Malting Co. common stock- 
holder was eliminated when the second 
migration took place and the company 
began business at the old stand under 
the new name of the American Malt 
& Grain Co. 


A Remarkable Agreement 

The capitalization of the American 
Malting Co. consisted of $8,700,000 of 
6% cumulative first preferred ($6,936,- 
800 outstanding), $105,000 7% cumu- 
lative second preferred ($96,600 out- 
standing), $195,000 third preferred 
($93,320 outstanding), and $6,000,000 
common ($5,779,124 outstanding). All 
pars were $100. 

On July 3, 1918, “Whereas, because 
of the general conditions attaching to 
the malting industry and the effect 
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thereof upon the business of American 
Malting Co., in the opinion of a con- 
siderable number of the stockholders 
of the Malting Co., it is advisable that 
said company should wind up and 
liquidate its business and dissolve”— 
so the circular read,—a deposit agree- 
ment was issued by a committee rep- 
resenting the first preferred stock- 
holders of the American Malting Co. 
This deposit agreement was a remark- 
able document. It gave the committee 
practically unlimited powers in the 
disposition of the depositors’ stock. It 
permitted the purchase or acquisition 
by exchange of the common stock, the 
borrowing of money with deposited 
shares as collateral and_ stipulated 
that no stockholder of the Malting Co. 
whose certificates “shall not be de- 
posited hereunder shall be entitled to 
any right or privilege under this agree- 
ment.” Then to clinch the matter it 
stated that any holder of the first pre- 
ferred stock of the company might be- 
come a party to the agreement, there- 
by automatically shutting out the com- 
mon stockholder. The committee had 
the power to purchase all shares of 
preferred stock not deposited and to 
purchase all shares of the common 
stock at a price for each share not ex- 
ceeding the market price at the time 
of purchase. Furthermore, the com- 
mittee had the power to exchange 
shares of preferred stock which were 
purchased for common stock on a basis 
of five shares of common for each 
share of preferred. 


Predicament of Common Stockholder 


The position of the common stock- 
holder, then, was this: He was not 
permitted to deposit under the Deposit 
Agreement and the only possibility of 
his being permitted to share at all in 
the “dissolution” lay in the discretion 
of the committee. In other words, if 
he happened to be one of those com- 
mon stockholders whose stock the 
committee decided to acquire he hada 
look-in; otherwise he was very much 
out in the cold. Two questions are 
pertinent at this point: (1) How was it 
determined what common stock was 
to be acquired by exchange or pur- 


chase? and (2) Why was not the pur- 
chase or exchange offer made to all 
of the common stockholders? 


That the necessary two-thirds vote 
of the entire outstanding stock was 
obtained has no bearing upon the jus- 
tice or rather the injustice of the dis- 
solution plan, nor is it pertinent that 
the number of common stockholders 
who received no participation in the 
plan was comparatively small. 


Old Malt in New Bottles 


As a result of the dissolution plan 
the preferred stockholders of the old 
company acquired 70 shares in the new 
company for each 100 shares of old 
stock held and in addition a cash divi- 
dend of $30 per share. In other words, 
the new company starts out with the 
assets and good-will of the old com- 
pany, and even its name, for the new 
concern is now to be called the Ameri- 
can Malt & Grain Co. It may be ar- 
gued that in the event of an immediate 
dissolution of the old company the 
common stockholders would have re- 
ceived nothing, in which event the 
common stockholders would have had 
no complaint. 


But they may well complain at the 
spectacle of the old concern going 
ahead under a new name, without their 
having any equity in the new concern. 
It is not improbable that the nation- 
wide opposition to prohibition may 
culminate in legislation which will en- 
able the American Malt & Grain Co. 
to continue as a prosperous concern. 
If it was necessary to organize a new 
concern to carry out the plan of dis- 
solution, why was it not possible to 
issue common stock of the new con- 
cern in exchange for the old Malting 
common stock? If the new company 
contemplated only the liquidation of 
the old company’s assets, no harm 
would be done. But it is contemplated 
continuing in the malting business or 
in other business, the so-called “dis- 
solution” plan works a great hardship 
on the old company common stock- 
holder, for it deprives him of all pos- 
sibility of realizing anything upon his 
original investment. 





Trade Tendencies 
As Seen By Our Trade Observer 


This department summarizes and comments upon the tendencies in the more important 
trades as expressed in the authoritative trade publications and by recognized leaders in the 


various industries. 


As the general tendency in a given trade is but one of many factors 


affecting the price of the securities representing that industry, the reader should not regard 
these Trade Tendencies alone as the basis for investment commitments, but merely as one 
of many factors to be considered before arriving at a conclusion. He should also bear in 
mind that security prices as a general rule discount by from-three to six months the im- 


portant changes in fundamental industries. 


Steel 
Red-eld Price-Fixing Plan Abandoned 


Whon the Director-General of Railroads 
came out flatly with his refusal to recognize 
the new steel prices as fixed by the Indus- 
trial Board, the trade was shocked. Mr. 
Hines argued, and rightly, that the price 
fixing action was a direct breach of the 
Sherman anti-trust law and that he would 
not subscribe to it. He pointed out further 
that no one had the right to fix steel prices 
or any other prices and as it is his duty to 
run the railroads on an as economical basis 
as possible, he could not see paying prices 
that he thought were too high and unwar- 
ranted. 

It was thought that the matter would be 
adjusted some way or another but at this 
writing indications are that the whole price- 





INTERESTING PRICE COMPARISONS 


Prices 
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fixing scheme has been definitely tabled. 
Mr. Hines is immovable in his stand and 
no compromise can be expected from that 
direction. 

The plan received another blow when the 
legal staff of the Navy Department found 
in the law that the Navy is compelle] to ask 
for competitive bids for all materials pur- 
chased. The Navy Department has al- 
ready let it be known that it would have 
nothing to do with the price-fixing program 
and that the Navy is prevented from agree- 
ing to accept any prices which are fixed. 
A definite test of the Navy position has al- 
ready occurred. This department was in 
the market for a certain quantity of steel 
and bids were submitted on the basis of the 
new prices. They were all referred back 
to the bidders without action. 

Advices from Washington indicate that 


the Industrial Board is backing down. Mr. 
Peek is quoted as saying: “I have never said 
nor intimated that the Industrial Board 
would ‘stand pat’ on the prices formulated 
with the steel industry no matter what ob- 
jections were brought by other departments. 
Shown good and sufficient reasons for doing 
so, the board will re-consider. With wis- 
dom it could pursue no other course. I 
have but little respect for any man who will 
not change his mind when convinced he is 
wrong.” 
Effect on Industry 


Over a fortnight has passed since the new 
price schedule was announced and a careful 
canvass of the trade reveals that most of the 
large volume of business existed principally 
in hope. Activity has increased it is true, 
but this was natural and expected since 
many orders for urgently needed steel were 
held in abeyance awaiting the adjustment 
announcement from Washington. As soon 
as the uncertainty was cleared, these orders 
were placed together with miscellaneous 
buying of an “unsubstantial” character. “In- 
vestment” consumption has not stirred a 
muscle however, and real business had not 
increased appreciably. 

Large consumers offered diversified views 
on the situation but when these were an- 
alyzed they narrowed down to the view 
that while prices may have been cut as far 
as consistent with safety for steel com- 
panies, there was no reason for buyers to 
go ahead under conditions derogatory to 
themselves. Two or three large consuming 
companies pointed out tha: “steel investors” 
were unwilling to take the chance of seeing 
a large depreciation in the course of the 
next two or three years on an investment 
made now. 

Digging beneath the surface of the steel 
situation reveals that while opposition to 
the price-fixing plan may not have been 
universal, it was quite general. Steel men 
were doubtful whether the new prices were 
low enough to encourage buying on a large 
scale and pointed out that a temporary re- 
vival lasting perhaps two or three months 
might be effected, but that the sound in- 
vestor would need plenty of arguments to 
convince him that it was to his interest to 
start now. With the failur. to increase 
business on a large scale it was claimed 
that the steel companies were only getting 
such business as they received before the 
cut was made, and are obliged to accept 
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smaller profits on the same. Although it 
was too soon to form a conclusion on the 
effect of the plan, it was seen that so far 
—_ stabilization had not the expected ef- 
ect. 

The next turn of events is a moot ques- 
tion. Many steel men believe that if the 
market is left to itself the immediate result 
may be unpleasant, but when stabilization 
finally comes it will be real, based upon the 
inevitable law of supply and demand. Of 
course the labor situation is the unfortunate 
thorn in the side of natural re-adjustment 
and every effort is being made, and should 
be made, to avoid unnecessary trouble. 
But the question squarely before us is— 
are we not postponing the inevitable? 


New Government Conference 


Government officials will probably try to 
get around this disquieting situation by try- 
ing some other method of reviving busi- 
ness. At this writing new conferences are 
being held between the Department of Com- 
merce and other Government departments 
and an effort will probably be made to 
formulate a plan for business revival that 
will not be in violation of existing laws. 

The inter-department controversy has 
been submitted to the President, but no an- 
nouncement from that source has been re- 
ceived. We can do nothing but await de- 
velopments and hope for an equitable plan 


to be evolved. 
. 


. 
Railroads 
Financing Temporarily Solved 


Following the initial excitement on 
Congress’s failure to provide funds for the 
railroads and comments on the plan for 
temporary financing, the situation has 
quieted down perceptibly. Various phases 
of the situation could be discussed at length 
‘—such as continued inability of the roads 
as a whole to earn a return over their 
standard requirements, the still increasing 
ratio of operating expenses to gross earn- 
ings and the plan for granting further in- 
creases in wages, but at this time they lead 
to no definite conclusions. 

Director-General Hines has arranged for 
a $70,000,000 loan which will enable the 
roads to take care of their requirements, 
such as dividends and interest due the first 
of this month. Certificates of indebtedness 
bearing the Railroad Administration guar- 
antee A. been issued to the various roads 
in lieu of cash payment, on account of 
rental due or other Government indebted- 
ness. 

The War Finance Corporation has an- 
nounced that it is prepared to receive ap- 
plications from the railroads on these cer- 
tificates. It is supposed that bankers will 
accept them as collateral for loans, also. 
_Of course, the War Finance Corporation’s 
funds are insufficient to meet all the de- 


mands that are likely to be made and to 
meet further requirements short termed 
bonds to the extent of $200,000,000 have 
been floated. 
Administration Gets “Windfall” 

Quite unexpectedly the War Department 
advanced $100,000,000 and the Navy Depart- 
ment $10,000,000 to the Railroad Adminis- 
tration in advance payment for transporta- 
tion of troops, war supplies and navy traffic. 
The exact amount the War Department owes 
for transportation purposes has not been 
definitely figured, but the sum has been vari- 
ously estimated at between $75,000,000 and 

000, The money advanced, there- 
fore, should cover War Department bills 
for this purpose for some time to come. 
In the ordinary course of events, the War 
Department would pay the money owed to 
the Administration in partial payments ex- 
tending over about three months. These 
payments would have been made directly 
to the Federal treasurers of the various rail- 
roads which rendered the service, but under 
the circumstances it was thought more ad- 
visable to have the payment made in this 


way. 
Details of the Deficit 

Traffic figures, earnings of various roads, 
the deficit by sections, and other details 
of the deficit in Government operation of 
the railroads in 1918 are coming to light. 
Out of a total deficit of $214,000,000, 40% 
was occasioned in the so-called Eastern 
territory, east of Chicago and north of 
Washington, D. C. This section bore the brunt 
of heavy war traffic and these figures were 
expected. A deficit of $72,000,000 was shown 


DETAILS OF GOVERNMENT OPERATION 
DEFICIT. 





Standard 1918 net 
Operating Income Deficit 
$209,600,000 $149,800,000 
333,700,000 72,200,000 
146,500,000 *8,500,000 


$389,800,000 $213,500,000 


Section 


ern .. 
Western .. 
Southern .. 138,000,000 


Total ...$903,300,000 





* Surplus. 





by the Western roads, making a total deficit 
of $222,000,000, from which should be de- 
ducted the small surplus shown in Southern 
territory. 

Returns from individual roads show that 
119 out of 184 of the big companies earned 
less than their rental, but a few of the 
largest showed a good income over the 
standard rental. In the latter group are 
Union Pacific, Southern Pacific, Michigan 
Central, Big Four, Chesapeake & Ohio, 
Atchison, Louisville & Nashville, and Du- 
luth, Mesaba and North. On the other hand 
large roads like the Pennsylvania, St. Paul, 
Baltimore & Ohio, Great Northern, Erie, 
New York Central, Reading, Delaware & 
Hudson, Lehigh Valley and a number of 
others showed uniformly large deficits. The 
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accompanying table gives a good idea of 
the situation as a whole. 

Not much can be said on the railroad sit- 
uation generally. The atmosphere has not 
cleared, and the roads are in as uncertain 
position as they have been since the Arm- 
istice was signed. Railroad circles await 


the action of a new Congress for further 
definite developments. 
x * 


+ 


Copper 
Has the Tide Turned? 


Impatience in waiting for a further de- 
cline in prices, or the conviction that the 
price for the copper metal has touched its 
low level, recently started a buying move- 
ment of no small proportions at slightly 
above the lowest levels. In three or four 
days contracts were closed for between 
40,000,000 and 50,000,000 pounds at between 
15c and 15%c. When consumers finally 
awoke to the situation, selling agencies 
were flooded with inquiries, but a lot of 
business that could have been closed was 
held in abeyance because of sellers’ refusal 
to quote offerings. 

It seems that the prime reason behind the 
sudden rush to lay in a copper supply is 
that it was thought the Industrial Board of 
the Department of Commerce might apply 
its “price stabilization” remedy to the cop- 
per trade as it did in steel, and although no 
price was even hinted at, many guessed that 
it would be at least at the present level, and 
copper producers would show that a higher 
price is necessary if their mines are to be 
operated. As price fixing has been relegated 
to the scrap heap, this, of course, does not 
hold now. 

However, there are plenty of indications 
that the rush of buying was caused by “in- 
ternal combustion,” the phrase meaning in 
this case that sellers outwaited buyers, 
and the latter finding that nothing could 
be gained by postponing the issue, decided 
to take at least what they needed for the 
present and immediate future. No one in- 
terviewed will take the stand that the tide 
has definitely turned or that activity will 
increase rather than decrease from this 
time on. Before an authoritative opinion 
could be given a little time should elapse, 
as it is normal that after a rush of buying 
demand should slow up a little bit and in- 
crease in volume gradually. 

Consumption and Supply 

Most of the fifty or fifty-five million 
pounds of copper purchased in the month 
of .March was acquired in the last two 
weeks. At this writing purchases are made 
on a smaller scale, but they are still above 
the minimum level established in January 
and February and the first of March, and 
afford some encouragement. The copper 
trade is not losing sight of the fact that 
there is plenty of copper to be had. Al- 


though production by the various companies 
has been cut to a minimum, only a small 
percentage of the present low output is 
being absorbed and the huge surplus, to- 
gether with the Government stocks, still 
stare the trade in the face. Until the ab- 
sorption of copper catches up with the 
present production over a period of a month 
at least, it is hazardous to say that the 


copper market is definitely on the upgrade. 


A step in the right direction has been taken, 
but the industry is not too sure that there 
may be many slips before a real start is 
made. 

Open trading in electrolytic copper has 
been resumed on the New York Metal Ex- 
change after a long period of suspension. 
Spot copper is quoted around 15%c and 
futures so far have been contracted for at 
153%4c or above. The trade expects that 
this open trading will do much to stabilize 


the market. 
* * 


Oil 

Prices Firm, Production Progressing 

Nearly five months have passed since the 
armistice was signed and still there has 
been no cut in oil prices, except in a 
few expected instances. There were a few 
who launched the argument that cut prices 
might develop along the first part of this 
year because, first, the large Government de- 
mand would be immediately curtailed, and 
although it was conceded in most instances 
that as soon as the peace demand got under 
way conditions would be quickly restored. 
They claimed that in the intervening period 
between rush times and the growing new 
volume, prices would seek lower levels, if 
only temporarily. It was further pointed 
out that it would take time to adjust the 
export field, in that the demand must 
switch from military needs to normal con- 
sumption and that it would take time before 
neutral markets were ready to receive oil. 
That no such condition has arisen is well 
known. Prices have held firm and have 
had a tendency to work upward for high 
grade oils, rather than downward. 

Producers have the situation well in hand 
and claim that they are not making any too 
much money on present quotations, that 
there is plenty of demand for all oil pro- 
duced, and there is therefore no incentive 
to reduce prices. It .s true that there have 
been sharp reductions in prices of heavy 
crude oil; but this was due, as pointed out 
previously in this column, to a condition 
which affects this class of oil alone. At 
this writing the fuel oil field is still glutted 
and prices have receded over 100% from 
their high levels. 

South Penn Oil Co. Issues “Warning” 


So far the only thing that has retarded 
an actual advance in price for high grade 
oil is the phenomenal development in the 
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Ranger Field of North Central Texas. 
When this field was initially discovered oil 
men hailed the discovery with satisfac- 
tion as they claimed that in the face of 
growing requirements an actual shortage 
was averted. Extended developments in 
this field have shown that the area of proved 
land is extended far beyond the limits orig- 
inally thought possible. Developments so 
far in this field have opened up a source 
of supply which bids fair to offset the de- 
pletion of other fields in this country. 

A few weeks ago the South Penn Oil Co. 
startled the trade by posting a notice to 
purchasing agencies reading as follows: 
“We wish to notify you that from this time 
on the South Penn Oil Co. stands ready to 
purchase, at the Seep Agency posted price 
only, such oil as it can immediately market, 
and if the time should come that there is 
more oil offered than can be immediately 
marketed, we will expect, in every case, to 
give preference to the current production. 

“This notice is not being sent out with any 
feeling on ou- part that the Eastern oil is 
going to be in any less demand than it is 
today but, with the possibility of rapidly 
changing conditions, we want it understood 
among our customers that the South Penn 
Oil Co. must protect itself should the 
emergency arise.” 

While some believe that this may be a 


forecast of over-production, others claim 
that it will only have the effect of curbing 
reckless drilling, which will in ‘turn bring 
into the market only such oil as can be 
handled without embarrassment in a given 
period. The best view of the situation is 
that Ranger oil may cause a readjustment 


in price of Pennsylvania grades. Ranger 
oil costs about $4.25 delivered, whereas 
Pennsylvania grades are selling for $4.00 
per barrel, and with pipe line charges the 
cost of this production at New York harbor 
amounts to about $4.75. Before Pennsyl- 
vania oil can be adjusted to Ranger prices, 
however, facilities must be greatly increased 
in the latter field, and this may not be 
brought about until the beginning of next 
Fall. Of course, when Ranger has complete 
pipe line facilities, it is expected that the 
oil produced there will be marked at even 
slightly lower prices than now prevail. In 
that case Pennsylvania crude will have to 
come down, as the two grades are equally 
valuable for all purposes. 


The Future 


There is very little fear of general over- 
production, however; nor, on the other 
hand, is an actual shortage to be feared 
for many years to come. The demand for 
oil still increases, but fortunately we have 
been able to keep up with this demand by 
opening up new deposits, and it has been 
recently proven that vast quantities of oil 
will be obtained from shale. However, not 
getting too far ahead of present day in- 


dustry, when all factors working for and 
against prices and trade activity are care- 
fully weighed, a favorable balance is struck 
for the maintenance of present prices and 
continued and increasing activity for the 
next six months or year anyway. What 
will happen after that depends, of course, 
on developments during that period. Suf- 
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fice is to say that the trade is optimistic 
and looks forward to even more profitable 
business when conditions get back to 
normal. 





* a 
Shipping 
Hurley’s Plan Variously Received 


Private ownership of our Merchant Ma- 
rine is a step in the right direction and the 
shipping trade hails the announcement of 
this decision with great satisfaction. Since 
the backbone of Mr. Hurley’s plan is private 
ownership, shipping men contend that the 
many obvious defects as to how this private 
ownership is to be brought about can be 
remedied. While the plan covers the sit- 
uation generally, shipping circles consider 
it “half-baked.” For instance, the provision 
that a company orgenized to purchase Gov- 
ernment boats cannot issue more stock than 
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for the price actually paid for the vessels is 
unsatisfactory, as the new company would 
have nothing to start with for working cap- 
ital and would not even be able to meet 
current operating expenses. It is com- 
mendatory that the Shipping Board seeks 
to prevent a re-occurrence of railroad 
“stock jobbing,” as they call it, but running 
expenses must be obtained somewhere, and 
they can only be realized by issuing a 
certain percentage of stock to acquire capi- 
tal, over and above the actual purchase price 
of the boats. 

Taking up one by one the features of the 
plan, we find that ship operators are not in 
favor of the Government proposal to forbid 
issuing extra stock. This might be cor- 
rected by authorizing the issuance of a cer- 
tain percentage, say to the amount of 25% 
over the purchasing price, and make this 
uniform in all cases. 

Under the plan purchasers of the boats 
are forbidden to transfer them to foreign 
registry, and no arrangements have been 
made t- afford a market for the bottoms if 
the original purchasers wish to sell. A trans- 
fer to foreign registry should, of course, be 
prohibited, but the purchaser of a vessel 
should also be assured of a market in case 
the venture prove unsuccessful and he 
wishes to sell. Shipping men claim that un- 


less such a market is available it will be 
next to impossible to bring capital into this 


field. This situation could easily be cor- 
rected by the Government guaranteeing to 
repurchase the boats if present purchasers 
were unable to sell at a reasonable price. 
Heavy depreciation charges and a capital 
deduction could be stipulated here to pre- 
vent abuses of this privilege. 

There are many loopholes in the Govern- 
ment plan, the most important being that 
a purchaser of a vessel now could allow the 
Government to foreclose on its mortgage 
four years hence and the former would 
profit thereby, in that he would be able to 
replace the tonnage considerably cheaper. 
This will have to be corrected some way 
or another, probably by establishing a de- 
posit fund out of earnings to pay off the 
mortgage and limit dividends to a fixed 
maximum. 

Shipping circles do not favor the fixing 
of maximum rates as provided in the plan. 
The steamship business is a “prince or a 
pauper,” and it is only fair that the op- 
erators be allowed to take advantage of 
good times in order to entrench themselves 
against lean periods. Another disturbing fea- 
ture of the plan is that no provision is made 
for taking care of losses sustained in com- 
peting with lower rates of other nations, 
and there is much to refute Mr. Hurley’s 
statement that English boats will employ 
only English seamen. It is known that in 
Far Eastern waters British boats use local 
cheap labor only. 


Although criticized in structure, Mr. 
Hurley’s plan is a step in the right direction, 
in that Government ownership is defi- 
nitely out of the way and shipping circles 
are soon to know just how to regard the 
future. No doubt an equitable plan will be 
worked out with Mr. Hurley’s scheme as a 


background. 
*- * * 


Building 
Some Improvement Noted 


Slight increase in activity is noted among 
the larger builders, but broad activity has 
not commenced. Building permits from the 
large centers show a gain of 48% in Febru- 
ary of this year over last and a 35% gain 
in February over January. These advances 
look large, but building permits in January, 
1918, were 12%% larger than in January, 
1919; therefore, the gain in February, 1919, 
is not so great. 

Despite this improvement large contract- 
ors are still holding off. The recent cut 
in steel prices was expected to stimulate 
activity, since it was tentatively agreed 
that no further cut in this schedule would be 
effected this year. Nevertheless, the building 
trade is of the opinion that only the most 
daring of the large contractors and few of 
the smaller ones will go ahead on extensive 
projects. When it is realized that even on 
the new basis of steel prices the schedule 
is 80% above the ten-year average previous 
to the war, large builders are not very much 
enthused. As a matter of fact, the building 
trade expressed the opinion that no large 
construction work would be started unless 
steel prices were cut from $14 to $16 a ton. 
Of course, such a cut was not made and 
builders claim that there is no incentive for 
undertaking much new buildings now. 

One of the largest contractors in New 
York City claims that “the public cannot be 
induced to build simply because the Gov- 
ernment is willing to place orders for steel 
on only slight price recessions.” He points 
out, further, that on the basis of the present 
price schedule the cost of building is so 
high that within the next two or three years 
present builders would find that they have 
tremendous losses on their investments. 
This is a situation well known to the public 
generally and they are going to take no 
chances. 

Despite the slight improvement shown 
by figures on building permits, the building 
industry is practically at a standstill. When 
the new steel prices went into effect many 
small projects hanging fire for some time 
were ordered ahead, but this activity seems 
to be temporary and a new lull has set in. 
The trade now has a number of inquiries, 
but actual letting of contracts on a large 
scale is not apparent. te 

That builders are not satisfied with the 
steel cut is apparent. They point out that 
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they intend to be fair with the steel com- 
panies, and realize that a price level above 
the pre-war average is necessary because 
of advanced costs, but claim that it is not 
up to them to bear the burden or take the 
chance just to see the steel companies profit 
and that unless they can build on a safe 
investment basis they will not build at all. 
The construction companies are more 
than willing to get things going, even 
though they undertake projects at a very 
small profit or at no profit at all, but they 
are not getting the business. There has 
been a decline in prices for such equipment 


BUILDING PERMITS. 
153 Cities, 





Millions 


~ Goin Feb.t919 over Feb.1918 = 48% 
” Feb.t9I9 = Jon.I919 = 35% 
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as wall plaster, window glass, sand, gravel 
and crushed stone, but taken as a whole 
prices for building commodities have not re- 
ceded to attractive levels. Thus business is 
not so good as reflected in published reports. 
The bottom has probably been touched and 
improvements, however slight, should be 
registered from month to month, but an 
abrupt move upward seems to be postponed 
for a few months anyway. 

e 


Wool 
Market Firmer but Purchases Small 


In order to create business manufacturers 
took the bit in their teeth and made a drastic 
cut in prices for woolen goods. This has 





resulted in a firmer tone being displayed at 
the wool auctions, as supplies of wool on 
manufacturers’ shelves are small and need 
replenishing. 

The market has a general aspect of ir- 
regularity, in that there is an excellent de- 
mand for the finest wools, but demand for 
wools of inferior texture and poor color is 
lacking. So far the prospective reduction 
in the Government’s minimum has not af- 
fected the market one way or the other, for 
the reason that the trade expected much 
larger cuts than will be made if prices are 
reduced to meet the British issue price. 

Australian wools are going strong at high 
prices, but demand for South American 
wool is slight and prices refuse to be lifted 
from the minimum. 

The Government Stocks 


Nearly one-third of the Government 
holdings were disposed of up to the middle 
of last month. When the auction started 
the Government held 722,450,168 Ibs., either 
owned by the War Department outright or 
obligated for purchase, and 235,349,628 Ibs. 
have been sold. The War Department has 
issued a statement showing the exact status 
of its buying and selling activities in wool. 
Purchases outright of 612,450,168 Ibs. at a 
cost of $437,781,206 were made. To this 
must be added the amount obligated, which 
brings the total the department is responsi- 
ble for up to 722,450,169 Ibs. at a cost of 
$504,781,206. There still remains to be dis- 
posed of 487,100,540 ibs. This showing 
seems fairly good on the surface, but it is 
really not so good, in that only the high- 
grade stocks have been absorbed. 

GOVERNMENT WOOL SITUATION 


Pounds. Pri 
612,450,168 $437, 781 206 


6,000,000 





Purchased 
Obligated— 
Domestic clip yet to be taken 
Bought by syndicate, unde- 
livered 
South America 
British Government 
Total obligated 
Total purchased and obli- 


10,000,000 


722,450,169 
235,349,628 
377,100,540 
Remaining to be disposed of. 487,100,540 


504,781,206 
193,347,736 





It can be easily seen that American manu- 
facturers are buying only for present needs 
and refuse even now to stock up for future 
delivery, as the next move is decidedly un- 
certain. There is sufficient demand for 
woolen goods and, if a change is not forth- 
coming soon, strikes which have closed the 
woolen mills in New Jersey may bring ac- 
tual shortage in high-class dress goods for 
next fall. It is only the uncertainty of the 
Government situation that is holding back 
the trade. 

In some quarters is heard the opinion 
that there may be an actual shortage of wool 
if the normal market is continually inter- 
fered with. This condition is hardly likely, 
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as with the Government stock of about 400,- 
000,000 Ibs. of wool, exclusive of 325,000 
bales of Australasian and the coming do- 
mestic clip of close to 300,000,000 Ibs., there 
is in sight about 700,000,000 Ibs. (not includ- 
ing Australasian wool), against consumption 
last year of 750,000,000 Ibs. and a normal 
consumption of between 500,000,000 and 
600,000,000 Ibs. 

Great Britain, the other great wool center, 
is equally well fixed; thus a shortage is 


unlikely. 
“ 


Tobacco 
Still Quiet but Firm 

Marking time seems to be the situation 
in the tobacco trade, with both bnyers and 
sellers one minute bursting with confidence 
and the next showing signs of nervousness. 
All in all the tobacco trade is going through 
the readjustment with flying colors. There 
is a natural period of dullness prevailing, 
and although producers claim that they 
may have to wait a few months before ac- 
tivity reaches former heights, they are con- 
fident that the high-water mark of activity, 
even in the prosperous period just past, 
will be surpassed. 

As one large dealer points out, the present 
is usually one of dullness even under nor- 
mal conditions, and ordinarily this would 
cause no uneasiness. But everyone is “look- 
ing for trouble” and in the dull period be- 
comes unduly nervous and apprehensive. 
Many believed that the readjustment in the 
tobacco industry would be effected almost 
immediately after the armistice was signed, 
but after nearly five months a backing and 
filling process is all that has developed. 

The natural contest between producer 
and manufacturer (who may be called con- 
sumer in this case) has resulted. The 
farmer can see no reason why he should not 
obtain the high 1918 prices for his crop, and 
the manufacturer, on the other hand, claims 
that the retail trade expect a cut in tobacco 
prices and, therefore, in order to make this 
cut he would have to obtain his tobacco at 
lower figures. The result is that manufac- 
turers are looking for a daily break in prices 
and purchase only for their hand-to-mouth 
requirements. 

Thus the crop movement has been re- 
tarded and activity is still at a minimum. 
How long this will last no one is in a posi- 
tion to state, but trade opinion is that when 
the deadlock is broken buying will develop 
at or above current offering prices. 

There is plenty of talk of future export 
business, and some in the trade, and not a 
few out of it, expect large developments in 
this line. Just now, of course, export busi- 
ness is a hope and exists chiefly in the minds 
of those who are looking far ahead. Plans 
are being made by exporters of general com- 
modities to push American tobacco in 





European, Far Eastern and South American 
fields. How long it will take before this 
will react to a favorable degree on the trade 
as a whole no one can say, but it is at least 


a step forward. 
2 


Coal 
Market Steady—Demand Increases Slightly 


Although business is still slow, a stronger 
undertone has developed in coal markets, 
and many consumers are beginning to be- 
lieve that price reductions will not be ef- 
fected. At this writing no announcement 
of a price cut has been made, and as April 1 
is regarded as the date on which revision of 
coal contracts and new prices are put into 
effect the trade is becoming convinced that 
there will be very little shading from cur- 
rent levels. 

Production is still being curtailed, and 
this has the effect of increasing the confi- 
dence of sellers and encouraging consumers 
not to expect lower prices. Coal producers 
insist that they must have a fair margin of 
profit on the large supplies of coal on hand, 
and claim that even if they are obliged to 
have their money tied up over the summer 
they will get out with no loss. The anthra- 
cite market has hardened perceptibly, more 
in anticipation of an increased demand than 
because of actual buying orders at present. 
Coal operators say that consumers are in- 
clined to the opinion that this month will 
see the low prices for domestic coal and 
that orders will be placed accordingly. 
Railroad Administration and Coal Opera- 

tors in Controversy 

Sharp criticism of the Railroad Adminis- 
tration’s attitude toward soft coal producers 
is being voiced in local coal circles. The 
trade does not favor the tidewater coal ex- 
change under the arrangement proposed by 
the Administration, and the conference be- 





WORLD’S COAL SUPPLY (ESTIMATED, 1913) 
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tween the bituminous operators and the 
Railroad Administration with the Federal 
Industrial Board seeking to stabilize coal 
prices came to an abrupt end, as the opera- 
tors claimed that the Railroad Administra- 
tion is trying to force railroad fuel below 
the cost of production. 

There are many angles to the contro- 
versy, and it is expected that the matter will 
be taken up again as soon as Director- 
General Hines returns from his inspection 
tour ofthe rail systems. 
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Who are the financiers of tomorrow? 


Young Men in Finance 






This is a question that THE MAGAZINE 
OF WALL STREET has heard propounded many times of late. 


Everyone has read 


of the Morgans, the Ryans, the Belmonts, the Vanderbilts, etc., but comparatively little 
has been written about the younger generation which will assume the leadership in 
finance as the Old Guard gradually abdicates or passes on. From time to time we will 
present thumb-nail sketches of young men in finance who have either “arrived” or are 


well on the road to signal distinction. 


In preface let it be said the cry so often raised: “There is no opportunity any 


more” is the admission of individual failure. 


Never in the history of this great nation 


were there such opportunities in the business and financial worlds as exist today and, 
unless we are sadly mistaken, the next decade will afford opportunities far sur- 


passing anything that has gone before. 


Those young men with ideals, with vision 


tempered by practicability, with determination and energy and above all the ability 
to perform the hard work necessary to put ideals and vision into actual operation, will 
be the ones who will rise to the top as surely as day follows night. 


Edmond A. Guggenheim Overcame Handicap of Millions 


O be born with the handicap of mil- 

lions is no joke. To lack the stimu- 

lus that the poor man enjoys (this 
word is also used advisedly), to be with- 
out the pressure of necessity, in other 
words, to come into the world having 
nearly everything at hand which the 
world can offer in a material way and yet 
not become deadened by the weight of 
dollars and not devote one’s life to leis- 
ure, “soft” living or the following of aim- 
less pursuits, requires a strength of char- 
acter far above the normal. Edmond A. 
Guggenheim, son of Murry Guggenheim, 
one of the seven original Guggenheim 
brothers, born a rich man’s son, has suc- 
ceeded in overcoming the handicap of 
millions. 

At the present time he is a member 
of the firm of Guggenheim Brothers, 
vice-president of the Chile Copper Co., 
vice-president of Braden Copper Co. and 
a director in Utah Copper, Nevada Con- 
solidated, Kennecott Copper, etc., etc. 

Mr. Guggenheim was born at St. Gall, 
Switzerland, thirty-one years ago. ° He 
was schooled by tutors when a youth and 
received three and a half years’ academic 
training at Columbia University. This 
was followed by a three-year metallurg- 
ical course at the Sheffield Scientific 
School of Yale University, from which 
he graduated in 1911 with the signal dis- 
tinction of a Ph:B. degree. 

His youthful ambition was to enter the 
medical profession, but he was obliged 
to heed the call of the great family in- 
terests. His first position was as fore- 
man in the wige-bar casting department 
of the Baltimore Smelting & Rolling Co., 
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for which he received a salary of $100 a 
month. 


Mr. Guggenheim is married and has a 
daughter eight years old. His recreations 
are golfing, squash and fast motor boat- 


ing. 


He believes that chance of luck 


plays an important part in the destinies of 
all men, but that it is but one of many 
factors in the march to success. In his 
opinion the field of mechanical engineer- 
ing offers the best possibilities for ad- 
vancement at the present time. 

Asked what suggestions he would 











1116 THE MAGAZINE 





OF WALL STREET 





make to young men just starting on their 
business career, he replied: 

“Choose a career which appeals to you 
most and avoid the danger of being di- 
verted from that career by the possibility 
of immediately earning what would seem 
at the time to be a large salary. Bear in 








mind three things: (1) Application, (2) 
Loyalty to your employer and (3) Prac- 
tice unadulterated modesty coupled with 
the realization that very young men, even 
those with technical, college training, 
are anything but practical at the start 
of their careers.” 


Lawrence Chamberlain Nearly Lost Eyesight 
From Overwork 


HEN we recently asked Mr. 
W Lawrence Chamberlain, president 

of Lawrence Chamberlain & Co., 
Inc., to contribute an ‘article to this pub- 
lication, we were shocked to learn that 
grave fears were entertained for his eye- 
sight which had been seriously impaired 
from overwork. We are pleased to re- 
port, for the benefit of those who remem- 
ber Mr. Chamberlain’s clear thinking and 
forceful writing, that the danger appears 
to have passed. 

Mr. Chamberlain, in contrast to the 
subject of the preceding sketch, did not 
start with a handicap of millions, but 
built his business success from the ground 


up. 





Mr. Chamberlain was born in New 
York City in 1878, making him forty-one 
years old. He graduated from Yale with 
the class of 1902—incidentally, he was 
president of his class—and received a 
M.A. degree the following year. After 
a temporary position in the Rhetoric 
Department of Dartmouth University, 


he became a bond salesman in the Boston 
branch of the firm of A. B. Leach & Co. 
At that time his ambition was that of 
most yung men who start in the financial 
world, h. hoped to be a member of the 
New Yor Stock Exchange. But his 
development proceeded in the lines of the 
bond business. 

For three years Mr. Chamberlain was 
a member of the Board of Governors of 
the Investment Bankers’ Association of 
America and last year was vice-president. 
During the Liberty Loan campaigns he 
spoke in about 175 cities in the United 
States and spent the summer of 1917 on 
the battle fronts to obtain material for 
Liberty Loan speeches. He is the author 
of “The Principles of Bond Investment”, 
the “Work of the Bond House” and has 
contributed to most of the prominent 
periodicals on financial and art subjects. 
He has lectured on finance in the New 
York University, University of Penn- 
sylvania, American Institute of Banking, 
etc. 

Mr. Chamberlain, like most successful 
men, is married. His recreations are 
tennis, squash and motoring. On the 
element of luck in one’s career he says: 
“I believe chance is an important factor, 
but that it is always secondary to hard 
work and a reputation for equal dealing.” 

To young men he gives the following 
message : 

“Do not rest satisfied with your occu- 
pation until you have chosen a congenial 
one, and then hit upon an original idea 
and develop it irrespective of lack of ap- 
preciation, misunderstanding or active 
opposition from whatever quarter. Also 
have one avocation in which there is no 
money.” 

(Series to be continued) 
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Eprtor, THE MAGAZINE OF WALL STREET. 

The writer has read with great interest 
your book, “The Machinery of Wall Street,” 
also many of your recent articles in THE 
MAGAZINE OF WALL STREET. 

There is somewhat of a selfish motive that 
prompts me to write you. Recently I took a 
position with a Wall Street house, not mem- 
bers of the New York Stock Exchange, as 
correspondent, also assistant editor of the 
market letter. Since I have been with this 
firm I realize that there are different kinds of 
brokerage houses and that the real good ones 
do not tell their customers that every stock is 
a buy. An article in your valued magazine 
helped to-open my eyes, even though the 
operation was rather painful. 

Now I would like to ask you to help me to 
make a short-cut in my Wall Street career. 
Can a firm doing a business in Curb issues 
and some “Big Board” securities put out a 
market letter that is really honest? Offhand 
I cannot see why this is not possible. The 
editor would have to steer clear of the “cats 
and dogs” and confine his remarks to first-class 
issues. 

I have but a slight knowledge of the stock 
market, and yet am daily answering in- 
quiries concerhing stocks. As I conscien- 
tiously want to help investors, not to get the 
firm commissions solely, how can I obtain the 
proper information? 

From what I have written you can see my 
predicament. I find myself vainly trying to re- 
member the capital stock of Atchison, whether 
Midvale Steel pays dividends, why C. & O. is 
a better buy than B. & O. (though for the life 
of me I can’t tell), when Steel sells ex-divi- 
dend, not to speak of the countless facts and 
figures on the several hundred curb issues. _ 

If you can correct the disorders of my brain 
and either through the medium of your maga- 
zine or by personal letter (which I will appre- 
ciate very much) tell me what to read and 
how to turn out a useful as well as truthful 
market letter, you will rob the insane asylum 
of a prospective inmate. 





There is certainly no reason why any brok- 
erage house or any individual cannot express 
his honest and impartial opinion in regard to 
any security. There are, however, two facts 
that you should bear in mind :— 

(1) No one in the world KNOWS the value 
of any security. Value is always a question 
of opinion, and your honest opinion may be 
exactly opposite to my honest opinion. y 

(2) The “investor” who tries to double his 
money, or to obtain a large profit quickly, 
must take a much larger risk than the investor 
for interest or dividends. But some people 
wish to take this risk, are in a position to do 
so, and have the right to do it. Your advice 
to such investor should be very different from 
your advice to the more conservative. 

" We mention these points because it may be 
that you are too hasty in concluding that your 
firm is actuated chiefly by an appetite for com- 


missions in making its recommendations. How- 
ever, if you are fully convinced that such is 
the case, we would advise you to make a 
change at the first opportunity. A brokerage 
house run on that principle affords a young 
man a very poor outlook for an honorable 
career. 

As to arming yourself with investment 
knowledge, you should read THE MAGAZINE OF 
Watt Srreet religiously, read such of its back 
volumes as are still available, keep posted on 
the news from day to day, keep the “Inves- 
tor’s Pocket Manual” at hand for ready refer- 
ence, and for more complete statistics fall back 
on whatever manuals or statistical services 
your firm has. 

For general educational benefit, we would 
advise you to read all the books we have pub- 
lished, as they were written for exactly that 
purpose. 

But we repeat, if you are thoroughly satis- 
fied that your firm advises customers to buy 
securities regardless of its honest opinion of 
their value, make a change. 


Editor, MAGAZINE OF WALL STREET: 


A_ plan for saving money, to be really ef- 
fective, should encourage not alone systematic 
thrift; it should also cultivate persistence. 
I give here a savings method which includes 
both of these elements and provides, further, 
a certain enjoyment and satisfaction not to 
be found in the usual savings account at the 
bank. One should begin by laying aside every 
dollar possible for a period of one month. 
Then go to a bank and put these savings into 
a certificate of deposit due in six months. The 
money will begin to draw interest at once. 
The rate will be the same as paid by a savings 
bank. Continue the habits of thrift through 
the second month, and at the end of this time 
invest in a second certificate. Keep this up 
for six months. 

The result of this method will be six certi- 
ficates of varying amounts which now begin 
to come due. At the close of the seventh 
month, when the first certificate matures, add 
to it not only the accumulated interest but the 
savings for the seventh month, and take out 
still another certificate. Repeat the process 
monthly. There will always be six certificates 
drawing interest and these will increase in 
size each time they are renewed. Some will 
grow faster than others, as one’s efforts at 
saving meet with varying success from month 
to month. But they will all be growing— 
that’s the point—and to withdraw any of them 
would so spoil the game that one will hesitate 
much longer before doing this than one 
would if one’s savings were represented by a 
pass book. When a certificate passes above 
the hundred dollar mark buy a good safe 
bond drawing 5% interest and invest anything 
that may be left in another certificate. This 
plan keeps every dollar busy every day. It 
encourages persistence as well as system in 
the matter of thrift. It results in—well, in 
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our case we have a bunch of $100 bonds to read. Messrs. Hartshorne, Fales & Co., of 
show that it really works!— — — — — — No. 7 Wall ey a Pe an ey a 
= 42 circular on the General Asphalt under date 
Editor, THE MAGAZINE OF WALL STREET: of January 18, a copy of Pyhich T inciose. 
_In his very able article on Southern Pa- While there are certain inaccuracies in this, 
cific your Mr. Laffey says: “On bonds they are minor and do not affect the sub- 
bought at 84 (Southern Pacific convertible ject matter materially. 
4s) the stock has only to reach 109 to make It may interest your Mr. Rodney to know 
the privilege (conversion into common at that he is in error in his statement at the 
130) valuable. top of the right hand column on page No. 
I think I understand what the author 669, in stating that the “Trinidad Oil is of 
means, but would be pleased if you would practically no commercial value.” I am re- 
ask him to show how he works the matter Jiably informed that this oil is as good as 
out, and I have no doubt that other of your any other fuel oil, except in very cold 
readers would be glad also to hear from ¢jimates where, as it is of a heavy quality, 
him on this matter. it does not work so well. 
Constant SUBSCRIBER. Again, in the concluding column of Mr. 
Replying to a letter from THe Macazine’ Rodney’s article, he says, “Since the stock 
or Watt Street regarding the method em- (preferred) has the conversion privilege into 
ployed in my Southern Pacific article. in common on the basis of one and one-half 
determining the point where conversion of shares of common for each share of pre- 
the convertible 4s becomes profitable, I ferred, its speculative possibilities are 
simply multiplied the price paid for the almost as great as the common stock.” You 
bonds (as a percentage) by the conversion will readily see that this is a contradiction 
price of the stock, the reasoning being that of fact, because the preferred has one and 
as the buyer pays only a certain percentage one-half times the speculative possibilities 





Stock Price Required to 
Equalize Bond and Stock 


Conversion Price of Stock 130 % Price of Convertible 4s 82 — 106.6 
“ “ “ 130 x “ “ “ 83 = 107.9 
“ “ “ 130 x “ “ “ 84 — 109.2 
“ “ “ 130 x “ “ “ 85 — 110.5 
“ “ “ 130 4 “ “ “ 86 — 111.8 
“ “ “ 130 4 “ “ “ 87 outs 113.1 
“ “ “ 130 x “ “ “ 88 — 114.4 





of par for his bonds, the stock need only of the common in addition to its value as a 
sell at the same percentage of the conver- 5% dividend paying stock. Therefore, in 
sion price to establish the point for the my opinion, the preferred shares should sell 
stock above which such exchange will be at one and one-half times the price of the 





profitable. (See table.) common, plus the value attached to it as 
Yours truly, P an income paying investment. This, I feel, 
MerepitH C. Larrey. should be $15 to $20 per share at least 

Editor: If your Mr. Rodney wishes further defi- 
ator: nite information on the subject, I will be 


It certainly is refreshing to read a letter : : h : 
‘ - “ : . officials of the 
like the one published in your last issue in - adi et him to the 


criticism of Mr. Holbrook’s prize winning I congratulate hie and .yeu. on. the able 


article. 2 : : 
The naivete of Mr. Holbrook is amusing. ™2nmer in which the subject has been writ- 








I fail to see anything in his article that pos- ‘™ UP- Very truly yours, 
sibly could be of any benefit to your readers. f 

Your magazine, however, is the best finan- Your complimentary comment on Mr. 
cial paper I know of. Using my own Rodney’s article is highly appreciated. 
judgment on information obtained from you We regret our inability to furnish you 
I have been able to make a good profit in with additional copies of the February Ist 
my ventures in higher finance. issue, as it was completely sold out three 

Yours, with the best of wishes, days after publication. ’ 
SUBSCRIBER. In regard to the statement concerning the 


value of Trinidad Oil, Mr. Rodney intended 
to convey that General Asphalt’s oil there 
is of low gravity and too expensive to mar- 
The Editor: ket at a profit. _There are two kinds of oil 
I have read with much interest your Mr. obtainable at Trindad, one a very heavy, 
A. U. Rodney’s article on General Asphalt, low gravity oil and the other a good light 
in a recent issue of your magazine, and © 
would like you to send my firm twenty-five Your assertion as to the better specula- 
copies. This article is by far the most com- __ tive possibilities of G. A. Pfd. as compared 
plete writing on the subject that I have yet with the common is correct.—Eprror. 


Glad to hear from you. Let’s have some 
better suggestions.—Enb1ror. 
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NEW YORK TRACTIONS! 


**Martin’’ Bill Should Pass—Features of the Pro- 


posed Law—Position of Interborough Securities 
Effect B.R.T., Manhattan‘‘L’’ and Third Avenue 


By R. L. HARRIS 


RE the long suffering New York 
A tractions to at last get fair play? 
Is the unequal struggle against 

high costs with a fixed income, the 
struggle not to make profit but to avoid 
bankruptcy, about to be terminated by 
official recognition that the tractions 
are entitled to a living wage? If the 
“Martin” bill 


The bill’s principal features are pre- 
sented in the synopsis accompanying 
this article, the gist of it being, simply, 
that when it is found that rates are in- 
adequate owing to high costs or what 
not, the Public Service Commission, 
after a hearing, has the authority to 
determine a fair rate and can fix the 

new rate as the 





now before the 
legislature ii 


FEATURES OF “MARTIN” BILL 


maximum one 
“notwithst a n d- 


PURPOSE. " ° 
passes, author- ga the Public Service Commissions ing a different 
; ; law, y extending jurisdiction of the Public ara 
ity wi 11 be Service Commissions over the rates, fares and rate, fare or 
granted to in- he fixed by agreement with local author- charge, pre- 
"eats id ne ge scribed by any 
It can readily (A) Rates and service to be fixed by commis- consent, fran- 


be appreciated sion when:— 


the affect this 
will have on 
the companies 
finances, and in 
turn the securi- 


hearings that: 


lation of law, or 


The “Martin” 


THE Maca- 
ZINE OF WALL (b 
STREET'S special 
investigator re- 
ports from Al- 
bany that there 
is a strong prob- 
ability of this 
bill becoming a 


~~ 


duced 


3. SOMMARY. 





(1) Commission is of opinion after proper 


(a) Rates, fares, etc., 
carriers are unjust, unreasonable, in vio- 
“maximum rates, fares, 
etc., are insufficient to yield reasonable 
compensation for service rendered, and 
. are unjust and unreasonable,” the com- 
ties. mission shall be vested with authority 
to determine just and reasongble rates, 
fares, etc., and can fix the new rate as 
the maximum one—“nothwithstanding a 
Bill different rate, fare or charge prescribed 
by any consent, franchise or contract of 
the local authorities of any city or other 
political subdivision of the state.” 
Similar jurisdiction by Public Service 
Commission permitted in cases of re- 
fares (for 
mileage tickets, etc., etc.) 


(A) Public Service Commission is empowered 
by law to raise fares if it is found that present 
rates are inadequate to insure fair and reason- 
able return on the investment. 


chise or con- 
tract of the 
local authori- 
ties of any city 
or other politi- 
cal sub-division 
of the state.” 
Thus, if the bill 
passes, all the 
companies have 
to do, is to 
show that the 
picnics, rate is inade- 
quate (which 
has already 
been shown to 
the satisfaction 


charged by common 


excursions, 





(B) This act to take effect immediately after and admission 
law is passed. of the Public 
Service Com- 





law. He states 
that, first, the bill was introduced by a 
Republican; second, there is a Republi- 
can majority in both houses, third the 
bill has passed a second reading and 
from soundings that have been made it 
appears that it will obtain a majority 
consisting of the Republican vote in 
both houses, and there is a chance that 
a few other independent votes may be 
swung into line. 
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mission) and a new fare can be adopted 
and put into effect immediately. 


I. R. T. 5s and Interborough Met. 
Col. 4%4s 


Investors are particularly interested, 
of course, in determining what effect 
an increased fare will have on the se- 
curities they own. Among the Inter- 
borough’s formidable array of securi- 
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ties, the most widely distributed are 
probably the I.R.T. 5s and the Inter- 
borough Met. Col. 4%s. The former 
are a direct mortgage of the LR.T. 
system, and under the contract with 
the city the company is entitled to 
preferential earnings which will equal 
more than 11/3 times all interest 
charges when the system is completed. 
These bonds are well secured by assets 
and under favorable earning conditions 
there is no reason why interest cannot 
be covered substantially. Just now 
the full amount of the preferential 
earnings is not being earned, but these 
are cumulative and must be paid off 
before the city can realize anything on 
its investment. An increase in fare 
would place these bonds in a favorable 
investment position and they should 
discount this situation by a rise in 
price. 

When dividends were discontinued 
on the Interborough Rapid Transit 
stock, payment of interest was of 
course stopped on the Interboro Met. 
Col. 4%s. The owner of a $1,000 In- 
terboro-Met. bond is really the holder 
of five shares of I.R.T. stock, as this 
stock is the only collateral behind the 
bonds. In order to pay the interest on 
the bonds, the stock has to pay 9% 
dividends. A good feature of these 
bonds is that under the contract with 
the city, the company’s preferential 
earnings amount to about 13% on 
I.R.T. stock, and as this preferential is 
cumulative, the city gets nothing until 
these dividends are paid up. If a fare 
increase is authorized the dividend on 
the stock should be restored and these 
bonds would be entitled to first con- 
sideration. 


B. R. T.—Manhattan “L”—Third 
Avenue 


An increase in fares will also have 
the effect of solving the problems of 
the B.R.T., Manhattan Elevated, and 
the Third Avenue system. B.R.T. is 
now in the hands of a receiver and its 
capitulation to its present lowly state 
was due entirely to its inability to cope 
with increased costs against inade- 
quate income. B.R.T.’s position was 
discussed by the present writer in the 
January 18 issue of THE MaGazINE OF 





Watt Street and it was pointed out 
that it cost the company 61/3c. to 
carry each passenger, against a 5c. 
fare. If the increase in fares is large 
enough to cover costs and show a mar- 
gin of profits, it should not be long be- 
fore B.R.T. is on its feet again. 

It was pointed out in the same issue 
that Manhattan Elevated was begin- 
ning to feel the effect of inadequate 
income, but this company is, of course, 
in a somewhat different position as the 
rental is guaranteed by the Interbor- 
ough Rapid Transit, which leases the 
property. A slight increase in fares 
would be a big boost to this company, 
as its earnings even under adverse con- 
ditions have not been so bad, and un- 
der increased fare conditions there is 
no reason why the guarantee should 
not be maintained, and at its present 
price the stock is certainly cheap as a 
7% dividend payer. 

In the February 1 issue of THz Mac- 
AZINE OF WALL Street, the present 
writer pointed out that Third Avenue 
needed only a slight increase in fares 
to put it on “easy street.” Even a lc. 
increase in fares would allow the com- 
pany to show a substantial surplus in- 
stead of a deficit after payment of in- 
terest on the income adjustment 5% 
bonds. 

Conclusion 


It is obvious, and has been for some- 
time for that matter, that an increase 
in fares for the New York tractions is 
needed and is equitable. Other com- 
munities realizing the necessity for a 
higher fare have granted increases in 
many instances, even when franchises 
specifically stated that a 5c. fare was 
the maximum that could be charged 
under penalty of revocation of the 
franchise. 

The Public Service Commission has 
admitted that an increase in fares was 
needed, but the Commission was pow- 
erless to act under the present law, and 
the present administration has been 
uniformly hostile. 

If the bill passes the legislature, 
then, the Public Service Commission, 
which has already announced its stand, 
will undoubtedly grant an increase in 
fares. 
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HAVE COPPERS TURNED 
THE CORNER? 


Indications That Price Trend Is Upward—Statistics of Leading 
Companies 


By PRESTON S. KRECKER 


ket “has turned the corner” has in- 

spired renewed interest in the long- 
neglected copper shares. They have be- 
come active and have exhibited a rallying 
tendency which inspires confidence that 
the bottom also has been reached in the 
copper stock market. After a lapse of 
nearly four months, during which the 
market went dead and prices of copper 
metal broke from 26 cents, the Govern- 
ment’s war price, to 15 cents after Fed- 
eral control ceased following signing of 
the armistice, buying of copper has de- 
veloped in appreciable volume. What is 
the position of the copper industry and 
what are its prospects of improvement 
and with it the advance of the copper 
stocks ? 

There is today a surplus of copper 
in this country, due to overproduction, 
to which war needs spurred the industry, 
estimated at 1,300,000,000 pounds. This 
is four times the stocks regarded as large 
in pre-war times. In addition stocks of 
copper variously estimated at 300,000,000 
to 400,000,000 Ibs. have accumulated in 
the Allied countries of Great Britain, 
France and Italy. In the meantime 
American manufacturers are producing 
about 100,000,000 Ibs. a month in spite 
of curtailment averaging about 50 per 
cent. Domestic consumers have pur- 
chased 110,000,000 Ibs. during the first 
quarter of the current year ; foreign con- 
sumers have purchased none. Thus con- 
sumption has fallen far behind current 
production, not only leaving a huge sur- 
plus intact, but actually increasing it. 

While the existing conditions in the 
copper industry, therefore, apparently 
preclude any possibility of early disap- 
pearance of the surplus which hangs over 
the market, there are elements in the situ- 
ation which justify optimism regarding 
the fiture. These are: 

First—The pent-up needs of domestic 
consumers of the metal. An authority in 


Bic“: that the copper metal mar- 


the trade recently estimated that tele- 
phone companies alone are short approxi- 
mately 200,000,000 pounds of copper 
metal which they would have required 
had their construction programmes, in- 
terrupted by the war, been carried out. 
The same authority estimates that tele- 
graph companies would have used 75,- 
000,000 pounds of metal for their wires 
in the same period had that been pos- 
sible. Telephone extension work was 
entirely stopped during the war and tele- 
graph additions also were held up indefi- 
nitely. Cable construction will call for a 
large amount of copper. Authorities 
estimate that twenty thousand miles of 
cable are needed. Building construction, 
dormant in this country since the war be- 
gan, is reviving and will involve much 
copper metal, while deferred electrifica- 
tion projects of many kinds undoubtedly 
will be started. 
Metal Exhaustion in Europe 


Second—Complete metal exhaustion of 
Central Europe. Normally the central 
nations of Europe, Germany and Austria, 
consume from 55 to 60 per cent of the 
annual output of copper of the United 
States. War-time isolation has resulted 
in a metal famine in those countries. It 
is estimated that the minimum quantity 
of copper which they will require as 
quickly as it can be moved is more than 
half a billion pounds. Estimates of Cen- 
tral European needs run as high as a bil- 
lion pounds. Germany and Austria are 
expected to enter the market as heavy 
buyers immeditaely after the peace 
treaties are signed, provided their pur- 
chases can be financed. 

Third—In spite of their large current 
socks, the Allied countries may require 
additional metal. Government experts, 
investigating for the Department of Com- 
merce, have estimated that Great Britain 
will require 200,000 long tons of copper, 
France 145,000 and Italy 85,000 the cur- 
rent year. The committee of copper men 


(1122) 














HAVE COPPERS TURNED THE CORNER? 


1123 





which visited Europe to inquire into the 
industrial situation has returned optim- 
istic on European copper prospects, al- 
though not making any specific estimates. 

It reports that Great Britain, France 
and Italy have “extensive and ambitious 
plans” for electrification of railways and 
construction of centrally located power 
plants to supply manufacturing and in- 
dustrial centers. The installation of 
these, together with the immediate neces- 


companies will be disposed to resume nor- 
mal operations. 

Fourth—There is sound reason for 
concluding that the copper metal market 
has turned permanently and that the price 
trend now is upward. The first appear- 
ance of demand immediately halted the 
decline from the 26-cent level fixed by 
the government to the 15-cent level, 
where this buying developed. It is cost- 
ing nearly all of the producing companies 
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sity for replacement and rehabilitation of 
peace industries, will provide an enlarged 
demand for the product of American 
mines, says the committee. 

While it would be rash to predict any 
carly disapppearance of the copper metal 
surplus, heavy domestic and foreign buy- 
ing is virtually assured, and the possi- 
bility of absorption of excess copper sup- 
nlies within the current year is not re- 
mote. Until this absorption is completed, 
it is unlikely that the copper producing 


more than fifteen cents a pound to pro- 
duce copper. Although they have re- 
duced wages, tonnage output has been 
cut in half, so that the net saving is 
not so large as is desired. Wages are 
unlikely to come down further for some 
time to come. Copper trade experts 
agree that the only logical result, there- 
fore, is an advance in the price of the 
metal until it shows producers a small 
margin of profit. It is predicted, there- 
fore, that the market will recover at least 
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to 18 cents a pound in the comparatively 
near future. It is significant that the ac- 
tual purchases which turned the market 
were small. No large amount of copper 
was for sale at such a low price as 15 
cents, and probably the price would have 
to advance materially before large quanti- 
ties could be had. 


Copper Companies Well Fortified 


Like ships reefing sail for a storm, the 
copper producing companies have taken 
prompt action to meet the crisis in the 
industry created by the current surplus 
of metal. In addition to curtailing pro- 
duction approximately 50 per cent, as 
already stated, they have reduced wages 
and other expenses where possible and 
have cut dividends. They are now only 
paying stockholders what funds they can 
conservatively spare. Reductions in divi- 
dends have been general as shown in 
Table 1 giving the recent dividend 
changes in ten leading copper stocks. 

Cuts in dividends should not necessar- 





TABLE I—DIVIDEND REDUCTIONS 
OF TEN LEADING COMPANIES 
First Last 
Quarter Quarter Chang 
1919 1918 Dec. 


Anaconda ...... $1.00 $1.50 $.50 
Cerro de Pasco.. 1.00 1.25 25 
SE .75 1,00 .25 
Granby Cons: ... 1.25 2.50 1.25 
Greene Cananea. 1.50 2.00 .50 
Inspiration ..... 1.50 2.00 -50 
Kennecott ...... .50 1.00 -50 
Nevada Cons.... 37% 75 37% 
Ray Consolidated .50 75 25 
MEE is Git he ne ox 1.50 2.50 1.00 





ily alarm a stockholder. Developments 
in the copper metal market have a much 
more vital bearing on stock values than 
dividend changes. The line of average 
stock values in the accompanying graph 
proves this, for it has moved concurrent- 
ly with the changes in the price of the 
metal. The recent slump in the share 
market reached the lowest level prior to 
dividend reductions announced in the last 
few weeks. Since they were made the 
copper share market has rallied. Its 
recovery started the moment demand for 
copper metal revived and real buying 
set in. 

It may be assumed that copper stock 


prices have discounted the unfavorable 
features in the copper situation and now 
are in a position to discount an improve- 
ment. A survey of the leading companies 
shows that they are well fortified for a 
period of depression. They have in- 
creased their surplus accounts and have 
added to their working capital. 

ANAconDa is a standard copper stock. 
The company has added new assets of 
$119,109,457 to its business in the last 
five years, or $2,546,957 in excess of the 
par value of the outstanding stock. In 
its South American properties it has a 
“black-log” of enormous value. It is 
estimated that these alone will yield 140,- 
000,000 Ibs. of refined metal at the end of 
three years and that the company will 
earn the equivalent of $3.60 a share from 
this production alone. 

Anaconda increased its surplus from 
$8,695,172 at the end of 1913, the year 
before the war broke out, to $62,913,989 
at the end of 1917. Its net working cap- 
ital had grown in the same period from 
$16,733,252 to $35,263,529. It has paid 
dividends on its stock of $82,687,500 in 
the last five years, equivalent to $71.28 
for every share of stock outstanding, or 
122.16 per cent. After making this dis- 
tribution the company had a balance of 
$82,373,480 in earnings. It cost Ana- 
conda an average of 15 cents a pound to 
produce copper last year and costs prob- 
ably will average nearly as high this year. 
But, as seen, the company is splendidly 
fortified for a slim period. Recent high 
price for the stock, 63%; low this year 
56%. Its sole funded debt is an issue 
of $25,000,000 ten-year 6 per cent gold 
bonds put out early this year. Recently 
the dividend was reduced to the basis of 
$4 a share annually. Three months ago 
the company was paying at the rate of $8 
a year. 

Cue Copper is a young property, the 
company starting production as recently 
as 1915. Last year the output had 
reached 102,000,000 Ibs. at an average 
cost of about 18 cents. Net profits are 
estimated at $7,000,000, or approximately 
$1.75 a share, compared with 50 cents a 
share earned in 1916 and $1.43 in 1917. 
The latest balance sheet, that of 1917, 
showed net working capital of $14,725,- 
523, whereas at the end of 1916 current 
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liabilities were $4,876,939 in excess of 
current assets. As a Guggenheim under- 
taking, Chile Copper enjoys the prestige 
of a miracle name in the copper industry, 
but its stock nevertheless must be re- 
garded as a speculative issue. Capitali- 
zation is large, the property is located 
in a South American country, distant 
from the world’s large copper con- 
suming centers. This company was dis- 
cussed fully in our last issue. Chile 
Copper costs are the only ones to decrease 
during the era of inflation. This is be- 
cause it has only started to produce cop- 
per in quantity. Essentially it is a low 
cost producer and enjoys the advantage 
of operating in a country where labor is 
cheap. Recent high price for stock, 
24% ; low this year, 17%. 

Cuno is one of the low cost porphyry 
group. It produced 79,322,795 Ibs. of 
copper last year, at a war-inflated cost 
which in the last quarter reached 18.10 
cents a pound. It earned $4.76 a share 
against $11.27 in 1917, before high war 
taxes cut so heavily into profits. Its net 
working capital increased from $2,298,- 
529 at the end of 1913, to $8,829,255 as 
of December 31, 1917. Surplus in the 
same period reached $14,863,926, com- 
pared with $3,743,167 at the end of 1913. 
Recent high price for the stock, 35% ; low 
this year, 32%. 

NeEvaADA CONSOLIDATED, another ye 
hyry property, earned a net income o 
§3.430,879, or $1.73 a share, last year and 
reported a surplus at the end of the year 
of $9,934,361, compared with $3,069,943 
at the end of 1913. The company had 
working capital as of December 31, 1918, 
of $10,425,390, against $3,557,120 at the 
end of 1913, including cash in treasury 
of $1,354,300, against $73,880 the earlier 
year. Last year it paid dividends at the 
rate of $3 a share, or 60 per cent on its 
stock, par of which is $5 a share. This 
rate resulted in a deficit of $3,038,356. 
Early the current year the directors re- 
duced the dividend to 37% cents for the 
quarter, or $1.50 a year, which is at the 
rate of 30 per cent on the stock. Recent 
high price for the stock, 17%; low this 

year, 15%. 

Ray ConsoLipATED, also a low cost 

porphyry, reported a total income of $4.- 


652,542 last year. Earnings were equiv- 
alent to $2.95 a share, compared with 
$6.60 a share in 1917. After dividend 
disbursements of $5,125,832, or at the 
rate of $3 a share, the company showed a 
deficit of $473,290. Directors recently 
reduced the dividend to 50 cents a share 
for the first quarter, or at the rate of $2 
annually. This is equivalent to 20 per 
cent on stock of par value of $10. The 
company produced 82,445,710 Ibs. of 
copper last year. At the end of 1917 it 
had a surplus of $16,890,196 compared 
with $2,758,126 at the close of 1913. It 
had increased its net working capital in 
the same period from $1,266,450 to 
$11,134,873. Recent high-price for the 
stock, 2134 ; low this year, 19%. 
Urtan Copper, the largest of the por- 
phyry group, like other companies, 


TABLE II—SHOWING HOW PRODUC- 
TION COSTS HAVE ADVANCED 





Year 1919 Year 1916 
Cents per Ib. Cents per Ib. 

Anaconda ...... 15 (average) .. 9.5 

*Chile Copper. ...13%4 (average) ..15.46 
“aaa 18.10 (last quar.) . 8.71 
Se 16 (average) ...12.30 
Greene Cananea.16 (average) ...11.35 
Inspiration...... 11 (average) ... 8.67 





Kennecott ..... 13 (average) ... 5.10 
Nevada Cons...15.74 (lastquar.) . 8.86 
Ray Cons. ...... 18.5 (last quar.) .10.27 
EE eek x cad 14.23 (average) ... 6.95 
* Sole exception to the rule. 


Note—Owing to large production of copper stimu 
lated by the war, the fact that wages and other costs 
had not yet reached a war basis, that deliveries were 
quick and labor efficiency high, while war taxes as 
yet were unheard of, costs of 1916 were lower per- 
haps than normal. Even if wages should decline to 
the pre-war level it is doubted that costs of copper 
production would drop to the 1916 level because of 
the other higher cost factors, some of which promise 
to endure for years to come. 





showed decreasing earnings in the final 
quarter of the past year, but its net in- 
come for the year nevertheless was $18,- 
945,779, which was equivalent to $11.66 
per share for the year, compared with 
$18.46 earned per share the previous 
year. 

After distributing dividends at the rate 
of $10 a share, there remained a surplus 
of $2,700,879, which increased the total 
surplus of the company to $50,994,401, 
which is equal to about three times the 
outstanding capital stock of $16,244,900. 
The annual statement for 1918 is not out 
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yet. As of December 31, 1917, the com- 
pany reported a net working capital of 
$30,161,895, which, compared with net 
working capital as of December 31, 1913, 
of $3,415,902. Recently the directors re- 
duced the annual dividend rate from $10 
to $6 a share, which is 60 per cent on the 
par value of the stock. Recent high price 
for the stock, 747% ; low this year, 651%. 


GREENE CANANEA, which produced 
53,270,000 Ibs. last year, has earned an 
average of $4.80 a share on its stock for 
the last eight years. It paid at the rate 
of 8 per cent last year, but last January 
cut the dividend to a 6 per cent rate. 
Par of stock is $100. Results for the 
past year are not yet available. The 
company showed a total surplus of $12.- 
002,866 at the end of the year 117, 
which compared with one of $5,291,802 
as of December 31, 1913. It reported 
net working capital at the close of 1917 
reaching $7,513,195. Comparison of this 
item with previous year is not possible 
because of the elimination of the Green 
Consolidated Copper Co. Greene Can- 
anea’s properties are located in Mexico 
and have suffered interruptions owing to 
unsettled conditions there, resulting in 
heavy losses at times. Nevertheless, as 
stated, it has earned an average of $4.80 
a share the last eight years. Recent high 
price for stock, 461% ; low this year, 41. 


INsrikATION is the lowest cost copper 
company in the country. It produced 
98,525,000 Ibs. last year at an average cost 
of about 11 cents, but as no official fig- 
ures on earnings have been published 
since its annual report for 1917 was is- 
sued, accurate statistics of earnings are 
not available. It earned $9.38 a share in 
1917, compared with $17.45 in 1916. Its 
cash position is very strong. It reported 
a surplus at the end of that year of $14,- 
011,005. Its net working capital was 
$14,482,945, of which $12,495,733 was 
cash. Six years ago its net working 
capital was only $2,198,875, of which 
$1,781,461 was in cash. It is paying 
dividends at the rate of $8 a share annu- 
ally, equivalent to 40 per cent on par value 
of the stock. The company is virtually 
controlled by the Anaconda Copper Co., 
which owns more than 250,900 shares of 





stock, or about 21 per cent. Recent high 
price for the stock, 487% ; low this year, 


42. 

KENNECOTT Copper is one of the new 
copper organizations which is believed to 
have a big future. It is a low cost pro- 
ducer. Its copper holdings are located 
in Alaska and in South America. Last 
year it produced 142,006,000 Ibs., but its 
ultimate production probably will be 
closer to 400,000,000 Ibs., so that it prom- 
ises to be one of the greatest copper com- 
panies. The annual report has not been 
published yet, but earnings are believed 
to have been more than $5 a share, or 
slightly less than the previous period. 
Kennecott reported a surplus at the close 
of 1917 of $8,596,443. To conserve capi- 
tal the directors recently cut the dividend 
rate to $2 a year, by which the company 
will save $5,574,056 annually. 

Kennecott’s investments are one of its 
chief assets. It owns approximately 39 
per cent of the shares of the Utah Copper 
Co. Recent high price for the stock, 
335% ; low this year 29%. 


GRANBY CONSOLIDATED is a large pro- 
ducer of gold and silver as well as of 
copper. It is one of the high cost cem- 
panies as seen by Table II. During the 
year ended June 30, 1918, its output of 
copper was 44,685,000 Ibs. It earned 
$23.60 a share on its stock, compared 
with $39.70 the previous year. 

Net working capital as of June 30, 
1918, was $4,661,666, compared with 
$2,075,234 at the end of the fiscal year 
1913. The company reported a surplus 
last year of $3,429,418, against $3,199,- 
272 as of June 30, 1913, but this surplus 
would have been much larger but for an 
extraordinary depletion charge last year 
of $6,031,711. Recent high price for 
the stock, 80; low this year, 65. 


In the opinion of the writer, it would 
be premature to expect the development 
of a bull market in the copper stocks at 
this time. The incubus of the copper 
surplus still is too heavy and its removal 
still too remote. But it is reasonable to 


conclude that we have probably seen the 
bottom of the market for copper shares 
and that the average price line will follow 
the upward trend of the metal’s value. 
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STEAMSHIP’S STATUS 


Failure of Shipping Board to Pay Causes Financial Embarrassment 
—Groton Iron Works in Technical Receivership—Will 
‘*Morse Crowd’? Make Good?—Stock Outlook 


By A. U. RODNEY 


UYING in booms and selling in 
B panics is a Wall Street failing that 

seems incurable. Financial doc- 
tors in the guise of dependable invest- 
ment journals have been and are still 
struggling with the cure, and although 
progress has been encouraging, a com- 
plete cure has not been effected. 


Brought out under the most favorable 
conditions for a business of its kind, the 
United States Steamship Co.’s possibili- 
ties readily fired the imagination. Ships 
were scarce and becoming scarcer, the 
need for them increasing daily, and the 
future looked bright. Those were boom 
days for United States Steamship, but 
these are the reverse. Should the stock 
of this “war baby” be held, sold, or even 
bought, at this level? 


Submarine Warfare Incentive 


In the dark days of unrestricted sub- 
marine warfare it seemed, from figures 
on destruction of tonnage against build- 
ing of new ships, that it would not have 
been long before the world would be 
faced with a serious shortage of ocean- 
going vessels. Realizing that large op- 
portunities existed in new construction 
and rebuilding of boats, a body of enter- 
prising men thought the time ripe both 
to benefit humanity and create a profit- 
able business enterprise. Thus Charles 
W. Morse, whose experience in shipping 
affairs entitles him to a high rating in 
that line, and others of the so-called 
“Morse crowd,” decided to combine sev- 
eral shipyards and steamship companies 
under one organization, thereby estab- 
lishing a co-ordinated whole that could 
successfully build ships on a large 
scale. 

After much preparation and negotia- 
tion the United States Steamship Co. 
was incorporated in December, 1915, with 
an authorized capital of $25,000,000, con- 


sisting of 2,500,000 shares ($10 par). 
The entire assets of the company are 
lodged in jts subsidiaries, in which it 
holds either the entire capital stocks or a 
controlling interest. 

The most important of the holding 
company’s properties are the Groton Iron 
Works, the Virginia Shipbuilding Cor- 
poration and the Hudson Navigation Co. 
The capital stocks of the two former are 
owned completely and 51% of Hudson 





BALANCE SHEET JULY 1, 1918 _ 
Assets 
Cash Notes, Accts. Receivable. $4,200,167.37 
Properties, Real Estate, Plant, 
Equipment, Stocks, Securi- 
ties Prepaid, Expense Items 


and Inventories ............ 22,805,905.88 
EE ee Ic wa scccvccss 3,037,779.70 
$30,043,852.95 
Liabilities 
Capital stock— 

EE ccna ta ss cotean are $25,000,000.00 
CE acccet casawaaweee 12,499,910.00 
Stock in hands of public...... $12,500,090.00 
Capital stock of subsidiary Cos. 1,372,100.00 
Reserve for Dep.............. 45,761.90 

Mortgages, notes and accounts 
inns Sek atewasdeaed 4 3,908,982.79 


Advances amount of contracts. 7,674,825.72 


Total liabilities and capital. .$25,501,760.41 
Capital surplus, less dividends 4,542,092.54 


$30,043,852.95 





Navigation Co. stock is held. The Gro- 
ton Iron Works is operating two ship- 
yards—one at Noank, Conn., at which 
wooden ships are being built, and the 
other at Groton, Conn., opposite New 
London, where its ways accommodate 
six steel steamships at one time. The 
plant at Groton is the most important of ° 
the company’s holdings, and comprises 
twenty-eight acres, having rail connec- 
tions with the New Haven Railroad and 
water transportation facilities. Two 
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steel steamers have been launched at 
these yards, the latest on April 5, 1919, 
and four others are under construction, 
all of 8,800 tons gross each. At Noank 
four wooden ships were built, these be- 
ing about 2,800 tons each. - This yard is 
to be converted into a steel plant when 
the boats now on the ways are launched. 


The Hudson Navigation Co., Mr. 
Morse’s old standby, is another important 
holding of the company. This old es- 
tablished concern never was prosperous 
and the war had the effect éf curtailing 
earnings even further. Between 1910 
and 1916 the company averaged around 
$100,000 in net profits on a capitalization 
of about $12,000,000. Its equities are 
large, however, as according to the latest 





HOLDINGS IN SUBSIDIARY COM- 
PANIES 


Bedford Steamship Co., Ltd........ 
Frederick Steamship Co........... 


Binghamton Steamship Co......... 87.3 
Huron Steamship Co............... §1.7 
J. G. McCullough Steamship Co.... 90.5 


Lansing Steamship Co............ 98.3 


Minneapolis Steamship Co....:.... 54.5 
Newport Steamship Co............ 62.2 
Northland Steamship Co........... 33.8 
Oweho Steamship Co.............. 73.2 
Saint Paul Steamship Co........... 57.7 
Wm. Castle Rhodes Steamship Co.. 53.0 
N. Y. & Buffalo Steamship Co...... 100.0 
N. Y. Norfolk & Washington Steam- 
Ne Bete ek cue aks <at 100.0 
Hudson Navigation Co............. 51.0 


Robt. Palmer & Sons Shipbuilding 

& Marine Ry. Co., Noank, Conn. 100.0 
Virginia Shipbuilding Corp......... 
Groton Iron Works............... 





balance sheet property and cash amount 
to $7,600,000, while intangible assets such 
as franchises, etc., are valued at $5,700,- 
000—in all $13,300,000. The company’s 
equity is about $1.50 per share in its 
Navigation Co. holdings. 
A Flying Start 

As soon as the organization was per- 
fected things started off with a rush. 
The shipyards had plenty of work mak- 
ing over and repairing old vessels, and 
* as freight business was at its maximum 
on eastern coast inland waters, the sub- 
sidiary steamship companies proved pro- 
fitable. For the six months ended De- 


cember 31, 1916, a net income of $313,- 





923 was shown, against which $184,063 
in dividends were paid, leaving a surplus 
of $129,860. An initial dividend of 4% 
per month (6% per annum) was de- 
clared July 1, 1916, and this was main- 
tained together with extras until a few 
months ago. 

The 1917 year started with a surplus of 
$874,971 and net earnings for the five 
months ended December 1, 1917, were 
$503,891. Larger dividends were paid 
during the year, amounting to a total of 
$386,177, so that the surplus was $117,- 
714, and a total surplus of $1,021,906 
remained at the end of the year. Bal- 
ance sheet comparisons show the com- 
pany to be in a continually strengthened 
position with only one unfavorable fea- 
ture, the lack of ready cash. On July 1, 
1918, cash, notes and accounts receivable 
(total current assets) amounted to $4,- 
200,157.37, against a total for this ac- 
count of $2,431,674 for the year 
previous. Work in process amounted to 
$3,037,779.70 in 1918, and this item has 
caused most of the company’s difficul- 
ties, because of inability to obtain prompt 
payments from the Government. It will 
be noted from the accompanying table 
that capital surplus less dividends was 
$4,542,092.54, which is nearly $5 a share 
and is quite generous. 

On the whole, the company’s position 
shows strength and its present difficul- 
ties can be attributed only to its inability 
to finance itself chiefly because of the 
chief debtor’s tardy settlement of bills. 
The company’s earnings have been large 
enough so far to cover its 6% dividend 
requirement by a fair margin, and there 
seems to be no reason except the one 
given above for discontinuing this pay- 
ment now. How it will fare in the future 
under different business conditions we 
will try to show later. 


The Groton Iron Works Receiveship 


Much surprise was occasioned by the 
request of United States Steamship Co. 
for a temporary receivership for the 
Groton Iron Works. That it was merely 
a friendly action is evident from the an- 
nouncement of the president of the 
steamship company, and the steamship 
people feel that it was quite a coup for 
them to have obtained this judgment, as 
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it was only a matter of a few minutes, it 
is said, before other creditors would 
have taken the same action, and the 
eventual results might have been quite 
different. 

In stating his reasons, President 
Morse, of the Groton Iron Works, said: 
“We regret that, owing to the failure of 
the U. S. Shipping Board to keep its 
agreement with us relative to a loan of 
over $1,000,000 on security furnished by 
us, and also on account of its delay in 
making adjustment on claims under our 
contract, we have been obliged, in order 
to protect ourselves, to ask for protec- 
tion of the court until such time as our 
account against the U. S. Shipping Board 
can be paid and our creditors paid in full. 
We do not expect this will take longer 
than thirty or sixty days. We regret the 
necessity, but wish to be fair to our cred- 
itors, who wish us well, and not favor 
those who push us the hardest. Our 
company is in good condition, and all are 
bound to get their money soon.” 


That the Groton Iron Works Co. is 
only technically insolvent is evident from 
a statement of its condition. The com- 
pay had assumed obligations in both its 
shipyards of over $3,500,000. Items of 
construction and equipment exceeding 
$800,000 were purchased. Against these 
claims the Groton Works has claims 
against the U. S. Shipping Board Emer- 
gency Fleet Corporation for an amount 
exceeding $2,300,000 at both plants, 
which it is unable to collect. Money will 
not be forthcoming until several ships 
now in the course of construction are 
completed or an adjustment of claims 
against the Emergency Fleet Corpora- 
tion is made. It is evident that when the 
Iron Works Co. gets some of its money 
out, creditors can be paid with ease and 
a good surplus shown to boot. 

The financial embarrassment of one 
of the chief subsidiaries of the Steam- 
ship Co. had the effect of dampening the 
enthusiasm for U. S. Steamship and has 
to a considerable degree shaken the con- 
fidence in the company’s future. Whether 
as much pessimism is justified as is ex- 
pressed in the low selling price for the 
steamship’s stock, is a matter of opinion. 
Let us see how it works out. 








The Outlook 


So far the company’s earnings have 
been large enough to amply cover the div- 
idend requirements, and work on hand 
points to profitable operations for some 
time. Temporary financial embarrass- 
ment due to no fault of the company has 
nothing to do with earnings, and if this 
situation is cleared up, the company re- 
sumes its “pre-embarrassment” position 
at least. 

Work on Government contracts is pro- 
gressing favorably and the company esti- 
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mates that it will lay the last keel for 
this work by August 1 next. If bills are 
paid promptly, good earnings are as- 
sured, and there should be little cause to 
worry on this score. The company has 
announced that it has been obliged to 
close its books to private contracts, as it 
has $90,000,000 of this work already on 
its books, which is stipulated to be un- 
dertaken as soon as the Government 
work is out of the way. Forfeits have 
been posted on these contracts sufficient 
to cover the profits that will be made, 
so that if they are cancelled it will not 
make much difference in regard to earn- 
ings. Thus for the immediate future 
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the company has a sound foundation, and 
should do well for another year anyway. 


Rating the company as a permanent 
business organization calls for much con- 
jecture. Despite the talk of the tremen- 
dous opportunities for American compa- 
nies building ships, several shipyards 
have already shut down, and others 
are not optimistic over the outlook. 
This country has never been able to com- 
pete with England, for instance, owing 
to much higher costs, and although it is 
claimed that European labor will not 
work so cheaply as before the war, there 
is nothing to prove that wages will be as 
high as they are here or that costs will 
be as great. I am inclined to hold that 
ships will be constructed in England at 


rating ships on inland waters will con- 
tinue business, but earnings from this 
source are not large, and the many ships 
built during the war that are unfit for 
coastwise or trans-Atlantic traffic - will 
probably be diverted to inland waters and 
a new source of competition will then 
arise. . 
Position of Stock 


Taking a short range view of the sit- 
uation, it would seem that the stock 
around its present price of $2 a share 
has discounted many of the unfavorable 
immediate features, and is in a promis- 
ing position. This year should see the 
equitable working out of the company’s 
financial needs, and there is no reason 
why dividends cannot be resumed. 














GROTON IRON WORKS, NEW LONDON YARD 


a lower cost than is possible in America. 


Another unfavorable feature is the fact 
that the United States Government is 
going to sell its ships to private owners, 
and these will be sold at or below cost. 
The Government has an enormous ton- 
nage available, and placing these on the 
market is sure to fill most of private own- 
ers’ requirements for some time. In that 
event, shipbuilding companies are likely 
to have a hard row to hoe. Facilities for 
building ships have increased largely dur- 
ing the war, and this competition will be 
felt. It is true¢hat the subsidiaries ope- 


What will happen in the distant future 
is another matter. If the company con- 
tinues its business it may run into diffi- 
culties, as its earnings are not definitely 
assured. As a liquidating proposition, 
though, the stock is worth considerably 
more than its selling price of $2, but it 
is usually a poor policy to figure a stock 
on its liquidating value unless there is 
some assurance of liquidation. 

Holders of the stock at higher levels 
should see the proposition through for 
this year at any rate, but new purchases 
should be regarded as speculative. 
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TO MWRADERS 
The Boys and the Hand Car 
By Richard D. Wyckoff 


OME of the recent sharp advances 
M in certain industrial stocks make 

one think of a lot of boys who find 
a hand car on a railroad siding and pro- 
ceed to have some fun with it. In one 
direction the track begins to rise, and in 
the other it runs down a sharp grade, 
where it ends in mire. 

The leader says, “Come on, boys, let’s 
push the car up the hill.” They all put 
their shoulders to it and make some pro- 
gress. Other boys come along and give 
them a lift. So many, in fact, take a 
hand that the original pushers jump on 
and ride up the hill. More and more 
start to ride, instead of pushing; grad- 
ually the car loses momentum, then be- 
gins to fall back. 

Now comes the scramble to get off— 
the car is increasing its speed as it 
slides down hill, and more of the boys 
jump off. Finally the car attains such 
speed that those who are left are afraid 
to jump, and they end in the swamp at 
the bottom of the hill. 

This is what has happened during re 
cent weeks, when Industrial Alcohol was 
run up 35 points, Atlantic Gulf & West 
Indies 12 or 15 points, and many other 
issues were similarly advanced without 
rhyme or reason. The plan was this: A 
stock was selected for its small capital- 
ization and floating supply. A consider- 


able amount of these shares was accumu- 
lated before anybody else was let in. 
Then everybody within reach was told 
to get in and buy. The market was very 
susceptible to bullish influences, because 
a rich public was plunging. Hundreds 
of people in New York and all the other 
cities where private wires link the rest 
of the country up close to Wall Street 
were attracted by the advance and 
jumped abroad. 

Directors in these companies, seein? 
their shares advance, set about to find 
out what was doing. They said, “We 
know of nothing that would warrant such 
a rise, but somebody appears to be put- 
ting it up.” There were many “some- 
bodies,” and their activities produced the 
spectacular markets of the middle of 
March. 

Of course the fellows who started the 
move were in the safest position, but the 
new buyers who came in at higher and 
higher prices were getting in on the 
upper stories—in fact, the sky-parlor in 
some cases, and these were a long way 
from the ground floor. It was a game 
of “Devil takes the hindmost,” and it 
illustrates the advantage of searching out 
the securities in which value lies hidden, 
instead of helping to push some other 
fellow’s freight car up the hill, to your 
ultimate disaster. 


Pools 


In the newspapers we read a great deal 
about pools—pool buying, pool activity. 
One would think that all the wisdom 
in the world lies in these pools, and that 
they always buy and sell at the right 
time. 

What is a pool? Weber and Fields 
used to say that a syndicate was a body 
of men entirely surrounded by money, 
but a pool is not exactly that. 

Two men or more can form a pool. 
You and your friends may get together 
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and say, “Let’s form a pool” in this or 
that stock. There must be some reason 
for forming a pool, and generally this 
reason is a good market condition. Usu- 
ally it is the expectation that bull news, 
not known to the public at the time, will 
come out at a later date. The pool may 
decide to buy 1,000, 5,000, 10,000 or 
50,000 shares of a certain stock, or they 
might even operate on the short side. 
They each put a certain amount of money 
(according to their respective interests 
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in the pool) into a certain brokerage 
house, and one of the pool members is 
designated as the manager. They confer 
as to the situation, and give the manager 
the benefit of their advice, but he should 
have sole charge of the buying and sell- 
ing. He must, therefore, be a good judge 
of the market. 

Now mark the difference between pool 
operations and those of the average indi- 
vidual who is to all intents and purposes 
an outsider: The manager, being ex- 
perienced in the business, does not rush 
in and buy as the outsider does. He waits 
until the market is weak, and then ac- 
cumulates. You, the outsider, could do 
the same thing, but you do not. You 
rush in, 

When the stock has risen to a point 
which appears to discount the good fea- 
tures of the situation, the pool manager 
has sense enough to sell and take his 
profits. Do you? Very often you do 
not. When a stock advances ten points 
you are sure it will go up another twenty. 
At twenty you are sure of fifty. That 
is human nature, and human nature is 
something that you must subordinate if 
you would be successful in the market. 

But do not get it into your head that 
the pools are always successful, because 
you read about their apparent success in 


the newspapers. Far from it. Many a 
pool has landed on the rocks. Perhaps 
you do not remember Mr. Keene’s 


famous pool in Southern Pacific, in which 
he accumulated a big line of the stock 
for’ members and customers of many 
Stock Exchange houses. The price of 
Southern Pacific advanced to above 80, 
and Mr. Keene had a fight on his hands 
to try to force Harriman to pay more 
liberal dividends. The pool took on most 


of its line not far from the top prices. 
Whether Mr. Keene had previouslv 
bought most of it and put it into the pool 
at these figures is not known, but the pool 
came toa sad end. Having exhausted all 
of its purchasing power in loading up 
with Southern Pacific, there were no 
other substantial buyers in the market, 
and when Harriman refused to accede to 
the demands of Keene, the stock began 
to take a long slide until it got down into 
the 40’s again, nearly ruining a few 
houses and ending in loss and dissatis- 
faction all around. 

Some people were even unkind enough 
to say that the whole scheme was hatched 
up to permit the passing of a big line of 
Southern Pacific to the Union Pacific, 
for this was about the time control was 
taken over. They claimed that the ac- 
cumulation of Keene was for Union Pa- 
cific account, and that the pool was mere- 
ly camouflage. Be that as it may, it 
merely proves that all pools do not make 
money. Risk is always present in such 
transactions. Results depend largely 
upon the ability of the pool manager. 

The best kind of pool is the one which 
has but a single member—yourself. Learn 
to run your own pools and don’t let any 
one else in. To share in another fellow’s 
pool, when the whole thing depends upon 
his ability to correctly gauge a situation, 
will not make you any more adept, be- 
cause you will be going it blind. Learn 
to depend upon yourself. Each time you 
make a commitment, study it. Whether 
successful or not, find out why. Watch 
yourself to see whether you are improv- 
ing, and why you are making mistakes. 
Your course of self-training may take 
some years, but it will be well worth 
while. 





GENERAL WOOD’S MEDAL 


award to Major-General Leonard Wood of the Distinguished Service 


N ewe: comes .from Washington that the War Department announces its 


Medal. 


If it is permitted to put an inscription on this medal, we suggest 


at least the outlines of some brief explanatory matter, as follows: 

Presented to Major-General Leonard Wood as a token of the Administration’s burning 
desire to indicate to the people of the United States that it really and truly loves Wood and 
that it kept him from going to France because of its solicitude for his health and not because 
it feared that General Wood, if sent to the battlefield, might enhance his professional 
reputation and the affection in which so many Americans hold him. 


This, as we said, is only a suggestion. 


That the head of the War Depart- 


ment, Mr. Baker, who has a literary touch second to only one in all the Adminis- 
tration, could do better with the inscription we are sure—N. Y. Sun. 














SALT DOWN HALF 
YOUR PROFITS 


By SCRIBNER BROWNE 


Why the Trader Should Buy Bonds 
Value of a Systematic Plan for Keeping 


Profits Well 


HY is it that, although most trad- 
W ers make large profits at times, so 

few of them keep those profits? 
This condition is not peculiar to whe 
stock market. It is a general truth that 
it is easier to make money than it is to 
keep it, whether in stocks or any other 
line. “Easy come, easy go,” as the old 
saying has it. When a man makes money 
by taking a risk he is the more ready to 
take another risk. 

Perhaps he is really more warranted 
in taking the second risk, since the favor- 
able outcome of the first risk shows that 
he was right once anyway, and he should 
have learned something by the experi- 
ence. 

But the great trouble with the average 
stock trader is that he constantly enlarges 
his risk. He usually starts in a conserva- 
tive way, by risking money which he can 
afford to lose. But he feels different 
about his profits. He feels justified in 
risking a large part of those, perhaps 
the whole of them, 

That is just where he is wrong. Money 
made in the stock market is just like any 
other money. It will buy just as much 
and yield just as much interest. It should 
be handled just as carefully. 


Half Should Go Into Bonds 


The stock trader should always re- 
member that the business consists pri- 
marily and essentially in the balancing 
of risks. There is no such thing as a 
trade without risk—if there were no risk 
there would be no opportunity for profit. 

This is no reflection on the character 
of the business. The insurance business, 
for example—certainly a conservative 
type of enterprise—consists entirely in 
the taking of risks. Yet the insurance 
business is not “risky,” as we use that 
word. It is sane and safe—largely be- 
cause the insurance company salts down 
its profits. 


as 


as Making Them 

The insurance company takes big 
losses every day, but its average profits 
exceed its losses. After a year of big 
profits, does it take a bigger risk with 
those profits? Far from it. It endeav- 
ors to take as little risk with them as 
possible. It salts down the profits into 
good sound dividend or interest paying 
securities. 

Follow the example of the insurance 
company—salt down at least half your 
profits into bonds. 

Your next trade may be a loss. Even 
if you are an experienced trader, you 
will do well if you are right four times 
out of seven. And three losing trades 
may come in succession—followed, some- 
times, by three out of the next seven. 
Like the weather, you will have your 
good periods and your bad periods. Salt 
down at least half of your profits dur- 
ing the good periods. Put them where 
the bad period cannot get them away 
from you. Then you can sleep comfort- 
ably on the knowledge that, whatever 
happens, you are that much ahead. 


Invest Your Profits Systematically 


If you intend to continue trading in 
stocks, make a systematic division of 
your profits. Start small. Risk only 
what you can afford to lose. Then when 
you make a profit, put half of it into a 
good bond. No sum is too small. There 
are plenty of good $100 bonds, and Lib- 
erty bonds can be bought in $50 pieces. 
With even smaller sums, bonds can be 
bought on the part payment. plan. 

Then set up the other half of your 
first profit as a trading fund. If possi- 
ble, risk only part of it at a time, for you 
may have to take several losses in suc- 
cession. If the fund becomes exhausted, 
don’t sell your bond. It is the tangible 
and enduring monument of your profit. 
So long as you have it you can still 
thumb your nose at the stock market. 
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Save a little more money out of your 
earnings and when you think you have 
learned enough to make another venture, 
iollow the same rule as at first—risk only 
what you can afford to lose. 

And when you make another profit, 
which you will do in time, buy another 
bond, or finish paying for the one you 
bought on part payments. Then you 
will again have a trading fund, which you 
will lose or build up according to your 
ability. 


Capital Keeps Pace With Knowledge 


You will feel that this is too slow. 
Let me assure you that it isn’t, for I have 
been through the mill and this is one 
thing that I know. Among all the 999 ex- 
cuses given by traders for losing money, 
I never yet heard “starting too small” 
mentioned. Under this plan your trad- 
ing fund will grow fully as fast as your 
knowledge of the market, and that is 
fast enough for your safety. 

Moreover, if you are successful in 
your trading, this plan isn’t so slow. 
Good profits, if you make them, will 
quickly build up your trading fund. And 
if you are making losses, then the slower 
the better. 

The time will come, if you keep at it 
long enough, when your trading fund 
begins to approach a respectable size. 
You will then have a comfortable amount 
invested in good bonds and you will have 
gained a much better knowledge of the 
science of investment than you had at the 
beginning of your trading operations. 

You should, in fact, make a special 
effort to study investment as well as 
trading—but without mixing the two. 
A trading commitment should never be 
allowed to run into an “involuntary in- 
vestment.” Nor should you take a quick 
profit on an investment which you bought 
with the intention of holding for a long 
time. You can both trade and invest— 
but not with the same money. For the 
principles of the two are quite differ- 
ent. 

Assuming, then, that you have built 
up a fair trading fund and have accum- 
ulated some good bonds, you are now in 
a position to look around for bonds 
which will grow in value as well as yield 
you interest. There are always such 


bonds, but it isn’t easy to pick them out 
You will need to get all the reliable help 
you can about this, and on top of that to 
use the best judgment you have been 
able to cultivate. 


But in doimg this you should follow 
the same old principle of dividing up 
your capital. For example, after carry- 
ing half of your trading profits to your 
bond account, you may well sub-divide it 
again, putting half of the half into bonds 
for income only and the other half into 
bonds which will yield you an income 
and will also, you believe, grow in value 
and market price. 

You may not get rich by this plan. 
That depends on you. But at any rate 
you won’t lose much, and you are giving 
yourself a fair chance to build a fortune. 

Character and Stock Trading 

Opinions will always differ, I sup- 
pose, as to the desirability of active trad- 
ing in stocks, either for the individual 
trader or for society in general. 

As to the individual, the case is sim- 
ple. If he makes profits enough to pay 
him for the time and effort expended, 
his trading is a good thing for him. Even 
if he doesn’t make profits, but merely 
holds his own, the educational value of 
his experience is considerable—for suc- 
cess in stock trading depends finally upon 
strength of character and soundness of 
judgment. 

No one should attempt to deceive him- 
self as to that. Lay the blame for your 
other failures on somebody else, if you 
will, but success in stock trading is pure- 
ly a matter of “the survival of the fittest.” 
The greater your effort to prove an alibi, 
the stronger the evidence that you still 
belong to the class of the unfit. 

But if the individual trader loses 
money, his trading is a bad thing for 
him. No long argument is required to 
prove that. 

My own view is that the successful 
trader renders a benefit to society by 
stabilizing values, and that his annual 
excess of profit over loss represents the 
payment for that benefit. The unsuc- 
cessful trader injures society. He sells 
lower than he buys, and therefore his 
operations tend to widen fluctuations in- 
stead of stabilizing prices. His loss rep- 
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resents the fine which he has to pay for 
the injury inflicted. 

I believe one of the best things that 
could happen to this country would be a 
far wider participation in the stock mar- 
ket by conservative, levelheaded, self- 
reliant investors for profit, and that the 
narrower fluctuations of the market and 
the greater stability of money rates and 
of business conditions generally, in re- 
cent years, as compared with fifty years 
ago, are in large part due to a higher 
development of business judgment, bet- 
ter information in regard to conditions, 
and a clearer understanding of what the 
stock market is and its proper place in 
and the general scheme of economics and 
investment. 

In a recent trip into the country I 
fell into a general conversation with a 
group of men consisting of a large farm- 
er, the owner of a general store, and a 
retired doctor who had saved consider- 
able money. I was surprised to find 
those men pretty well informed as to the 
copper situation and that they had defi- 
nite views as to what would happen to 
the price of the metal. In fact, they told 
me something that I did not know—that 
the Government had very large stocks of 
copper which would have to be sold. 
They had views as to commodity prices 
in general—though they did not use that 
term—and all three agreed that Steel 


common was cheap at 90, where it was 
then selling. 

I know that community pretty thor- 
oughly. Twenty years ago there was 
only one man in it that would have 
known anything about such subjects. 
Ten years ago not one of those three 
men would have known anything about 
the price of copper. The war has been 
a great educator in practical economics. 
The ownership of Liberty Bonds tends 
to cultivate the investment point of view. 
And I believe that as time passes the 
stock market will represent more and 
more the sound judgment of sensible 
men as to present and future conditions, 
and less and less the operations of irre- 
sponsible speculators on “tips.” 


Investment education rather than leg- 
islative patent medicines is the real rem- 
edy for the evil which agitators delight 
to call “stock gambling.” 

With 20,000,000 or so of Liberty 
Bond investors in this country, this proc- 
ess of investment education is going to 
make a good deal faster progress. We 
are going to have better and broader 
markets, more reasonable and intelligible 
markets. So this is just the time for the 
active trader to take counsel with himself 
and make sure that his profits don’t all 
get away from him, by salting half down 
in bonds, 





MARKET STATISTICS 


Dow, Jones Avgs. 


40 Bonds 20 Inds. 


Monday, March 24...... 76.84 87.97 
Tuesday, March 25....... 

Wednesday, March 26.. 76.71 86.83 
Thursday, March 27.... 76.70 87.65 
Friday, March 28...... 76.65 88.86 
Saturday, March 29..... 76.68 88.88 
Monday, March 31...... 76.60 88.85 
Tuesday, April 1........ 76.73 88.84 
Wednesday, April 2.... 76.86 89.36 
Thursday, April 3...... 76.90 88.91 
Friday, April 4......... 76.88 89.59 
Saturday, April 5....... 76.95 89.65 


50 Stocks Total No. 
20 Rails High Low Sales Issues 
83.93 76.57 75.78 752,200 216 
Holiday 
83.06 75.84 74.96 796,400 240 
83.10 75.75 74.95 680,900 221 
83.53 76.38 _ 75.63 932,200 226 
83.41 76.69 76.12 578,500 225 
83.59 76.67 76.11 768,700 209 
83.73 76.92 76.14 897,300 223 
83.80 77.05 76.45 889,300 225 
83.71 76.98 76.20 824,700 244 
84.79 77.18 76.24 819,900 243 
84.62 77.52 76.89 550,800 209 





PROMINENT WALL STREET 
MEN THAT I HAVE KNOWN 


By J. ARTHUR JOSEPH 


AMES R. KEENE, whose reputa- 
J tion as a manipulator of the market 

was never excelled, and probably 
seldom equalled, did, on one occasion, 
“put it over” on a few of the partici- 
pants in a famous combination. 


He invited ten men to go into a pool 
in Erie. Each had to subscribe $25,000. 
The Wormsers wanted three parts for 
themselves, claiming that Simon, Isidore 
and. Louis were more than anxious to 
represent some of their foreign friends. 
They put up $75,000; Alfred Sully sub- 
scribed his $25,000; Oliver H. Paine was 
likewise a member; General “Sam” 
Thomas and Calvin S. Brice made addi- 
tional quotas, and the pool was com- 
pleted. 


Mr. Keene, addressing the members 
thereof, said, “Now, gentlemen, I want 
you to pledge me your word of honor 
that you will not speak about this, nor 
interfere in any way with my working. 
Leave it to me, and I am certain that the 
results will be most gratifying.” 


The Wormsers pledged themselves, as 
did all others, and then they started 
out to buy “calls” in the London mar- 
ket, good for four months, and inci- 
dentally they gave out large buying or- 
ders through Moore & Schley and other 
representative firms, whom they asked 
not to disclose their principals. 

The pool got under way, and the stock 
acted somewhat erratically. It managed 
to close each afternoon apparently firm, 
which invited strong buying in the Lon- 
don, Amsterdam and Berlin markets. 

Withal, Erie persistently and consist- 
ently sought a lower price level. The 
Wormsers were discomfited and ulti- 
mately became very much discouraged. 


The stock went perpendicularly down 
fourteen or more points. The pool was 
wound up and each participant received 
the original subscription back of $25,000, 
with an additional profit of over $40,000. 

The Wormsers were nonplussed, and 
Isidore went over to S. W. Boococks’ 


office, where James R. Keene operated, 
and said to the manipulator: 

“How iss idt, Chim, that you send us 
a check mit such a big difference when 
dot tamn’d stock has been going down 
and iss now nearly twenty points below 
de price at vitch it vas started ?” 

Mr. Keene looked at him and replied, 
“Of course it is down—why wouldn’t it 
be? It was a bear pool I had made up— 
what did you think?” 

“A pear pool?” ejaculated Wormser— 
“a pear pool? You mean you didn’t buy 
de stock?” 

“Buy it? I wouldn’t buy Erie with 
either stage money or counterfeit coin.” 

The Wormsers, who had bucked Mr. 
Keene, admitted later on that the pool 
had cost them and their friends nearly 
a half million dollars. 


* * * 


Some pools work one way, and others 
differently. When the Wormsers were 
endeavoring to unload Reading, they 
wanted all the help on the long side of 
that stock that they could get. The late 
Captain Alexander Williams, who used 
to take “flyers” in the offices of the 
Wormsers, came in one day and asked 
to be put on to a good thing. Isidore, 
after enjoining the greatest secrecy, said: 


“Captain, I vill puy you five hundred 
shares of Reading, and vill guarantee 
you against any loss. Of course, I vant 
you to keep dese secret, because ve don’t 
vant too much company.” 

Williams was delighted. He got the 
500 shares in the 70’s, and on his return 
to the Tenderloin Precinct, which he gov- 
erned, he immediately sent out a “double- 
six fire alarm call,” so to speak, advising 
everybody at Police Headquarters and 
wherever his voice could reach, that if 
they wanted a dead sure thing, to jump in 
and load up with Reading. The stock 
was in ample supply, and the price yield- 
ed until it broke twenty points, winding 
up under almost panicky conditions. 
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_Captain Williams, thoroughly alarmed, 
visited the Wormsers and asked, “What 
is the matter with Reading?” 


Isidore answered, “Can I control fluc- 
tuations? Am I responsible for vat 
Reading has done? However, Captain,” 
he added, “you need not be put out. I’ve 
guaranteed you against any loss and I 
shall take the stock over mit interest and 
commissions and everything vhat you 
paid for it.” 

The Captain looked at him and asked, 
“How about my friends?” 

“Your friends?” responded Worm- 
ser—“vhat have I got to do mit dem? 
Besides”—and this was added in a very 
injured tone—“I asked you particularly, 
Captain, to keep the informations to 
yourself and not to tell anybody vhat ve 
vas doing. I am sorry for your friends, 
of course, but I tink you have treated 
me very badly.” 

The Wormsers made quite a coup in 
their Reading—on the short side. 


* x * 


I have told you how linguistically at- 
tractive was the Latin. pidgin English 
speech of G. P. Morosini. One day, in 
his most seductive tones, he asked me, 
“Joseph, do you know what is religion?” 
And before I proffered my definition he 
said: 

“Religion is de moral police,” and he 
added, “You know, dere is the municipal 
or civic police, who takes care of all peo- 
ple who commit crime—a murderer, a 
burglar, one who steals, commits assaults 
or does something contrary to the law, is 
locked up and put in prison. But relig- 
ion is de moral police—walks about over 
the conscience and keeps one from doing 
wrongs that one might otherwise perpe- 
trate. 

“You see, in olden times, it was a 
hard thing to keep people religious. The 
Cardinals of de church they say, ‘Let us 
introduce incense, and perhaps the beau- 
tiful smell will bring people to services.’ 
It did, for a little while, but then the 
men all fell away, and only de old women 
and de young children and de odders 
what was forced to go to services attend- 
ed them, and de result was most de 


churches were as poor as de mouse what 
was hungry in de church. 

“Then another Cardinal he say, ‘Put 
in flowers—make choral music; have in- 
strumental music, and do something what 
will bring de men back.’ This was a suc- 
cess for some time, but it was not as 
great as it should be, and then de Princes 
of the church they think out someding 
more, and den dey put in cushions on de 
seats and footstools on de floor, and 
everybody den go to church because it 
was like going to some nice opera—it 
was better, because dey got de beautiful 
flowers for nothing, and dey got the nice 
incense and de church took up big collec- 
tions, and after all, de moral police made 
a big and successful competitor with the 
civil police, and religion accomplished 
more through de atmosphere dat had 
been created and by the Cardinals than 
ever was supposed possible when the 
ting it first started.” 


* * « 


Charles W. Gates was a strapping 
young fellow. Probably he was under- 
sized and over-weight—he tipped the 
scales above two hundred pounds, and 
was 5 feet 7%4 inches in stature. One 
day he went into Wormser’s office and 
was looking at the tape when Isidore 
came out from the private den, saw 
young Gates, whom he did not know, 
and asked: 

“Vhat righd have you to come into a 
chentleman’s office like dis mitoudt be- 
ing announced ?” 


Charlie replied, “My father said I 
could come into any office in Wall Street 
and look at a tape. It’s quite a permissi- 
ble thing to do.” 


Isidore, facing him, demanded, “Who 
iss your vader?” and the young man 
retorted, “John W. Gates.” 


Immediately becoming apologetic, 
Wormser said, “Excuse me, I could not 
see you by dese lights” (of eight win- 
dows facing Broad street), and he solic- 
itously inquired, “How’s vader, how’s 
mudder?” and pushing Gates towards a 
chair added, “Sit down and have a 
cigar.” 











IMPORTANT DIVIDEND ANNOUNCEMENTS 


To Obtain a Dividend Directly from a Company the Stock Must Be Transferred Into 


the Owner's Name Before the Date of the Closing of the Company's Books 





7% Amer Woolen, ~<vits 1% 
5% Amer Woolen, c.... 1% 


Ann. Amount 
Rate Name Declared 
A 

6% Amer Agr Chem, p. 14% 
3% Amer Agr Chem,c.. 2 % 
3% Amer Beet Sugar,c. 2 % 
..-. Amer Chicle, c..... 1 % 
5% Am Ice, p.......-- 1%% 
10% Amer Lt & Tr, c. 2n°%% 
7% Amer Locomotive, p. 14% 
7% Amer Shipbldg, p 1%% 
7% Am Shipbldg, c.... 14% 
.... Am Shipbldg, c, ext 24% 
8% Amer Tel & Tel... 2 % 

% 

% 


. Amer Woolen, c ext.xxl10% 


$4 Anaconda Copper... $1 
5% Associated Oil .... 14% 


7% Barrett Co, p...... 1 


‘oF 
+%o ¢ 
8% Bell Tele of Can... 2 % 


Cc 
$5 Cent. Coal & Coke,p. $ 
$6 Cent. Coal & Coke,c. $1. 

2 

1 

1 

1 

1 


its 
RRRKKKSG 


8% Central Fdry, Ist p. 
6% Chic Pneumatic Tool 
5% C,C,C & St L, p.. 
7% Cont’l Motors, p... 
7% Corn Prod Refn, p 


$5 Del, Lack & West coal $1.25 


$10 Del, Lack & West RR $2.50 QO Apr. 


8% Detroit Edison .... 2 % 
2% Distillers Secur .... 1%% 
-.+ Distillers Secur, ext. 14% 
7% Dominion Textile, p. 14% 
6% duP deN&Co,deb stk. 14% 
5% duP deN Powder, p. 14% 
6% duP deN Powder, c. 1%% 


E 
10% Eastern Steel, c.... 24% 
. Eastman Kodak, cext5 % 


“$16 Eureka Pipe Line. . 


6% Gen’! Motors, p..... 16% 
12% Gen’l Motors, c..... % 
ge Motors, deb stk 16% 

% Goodrich (B F), c..1 % 
Pe Gran Con M,S&P, Lea 14% 


7% Great Northern Ry. 14% (¢ 


7% Gulf States St, Ist p 14% 
4% Gulf States St, 2d p 14% 


H 
6% Harb-Walk Refrac, p 14% 
7% Holly Sugar Corp, p. 14% 


I 
$8 Indiana Pipe Line.. $2.00 
$6 Inspiration Con Cop. $1.50 
5% Int’l Agric Corp, p. 1%% 
$6 Internat’] Harv, c.. $1.50 
6% Int’l Paper, p....... 1%% 


K 
4% Kan City South Ry,p. 


7% Kayser (Jul), 2nd p. 194 
4% Kress (S H),c..... 


881% M 

7% Kayser (Jul), Ist p. 14% A 
% A 

% A 


Payable 


Apr. 
Apr. 
Apr. 
May 
Apr. 
Apr. 
Apr. 
May 
May 
May 
Apr. 
Apr. 
Apr. 
Apr. 
May 
Apr. 


Apr. 
Apr. 


May 
Apr. 
Apr. 
Apr. 
Apr. 


Apr. 
May 
May 
May 
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Paid to 
Ann. Amount Holders 
Rate Name Declared as of 
L 
4% Laurentide Co,Ltd,c.al % Q Mar. 31 
M 
7% Mass Gas, c........ 14% Q Apr. 15 
6% ioe w ), 
wit ania 1%% Q Apr. 15 
6% McElwain (W 4H), 
BOE Be occessccece 1%% Q Apr. 15 
6% McElwain (W H), c. 14% Q Apr. 15 
7% Minn, St P&SSM, p. 34% S Mar. 20 
7% Minn, St P&SSM, c. 34% S Mar. 20 
$4 Mohawk Mining ... $1.00 Q Apr. 12 


N 


7% Nat'l Enam&Stam’p,p 14% Q June 10 
6% Nat’l Enam&Stam’p,c 14% Q May 10 


5% N Y Central....... ss14%% ? A 8 
$1 Nipissing Mines ... 25c Mar. 31 
7% Northern Pacific -.. 14% Q Apr. 12 
Oo 
6% Otis Elev, p....... 1%% Q Mar. 31 
5% Otis Elev, c....... 1%% Q Mar. 31 
P 
6% Pacific Tel & Tel, p. 14% Q Mar. 31 
6% Penmans, Ltd, P... 14% 8 te 21 
7% Penmans, Ltd, c.... 14% May 5 
$3 Phila Co, new p... $1.50 S Apr. 1 
$5 Pierce-Arrow Mo, c $1.25 Q Apr. 15 
6% Pitts & West Va, p. 14% Q May 15 
6% Pub Serv of No Illp 14% Q Apr. 15 
7% Pub Serv of No Illc 14% 3 Apr. 15 
8% Pullman Co. .:.....2 %&@ Apr. 16 
Qa 
6% Quaker Oats, p..... 1%% Q May 1 
7? 
$4 Reading, c. ....... Q Apr. 16 
6% Republic Ir & Steel,c Ke Q Apr. 21 
s 
$8 Superior Steel, Ist p. $2 Q May 1 
$8 Superior Steel, 2d p. $2 QO May 1 
6% Superior Steel, c... 14% Q Apr. 15 
-++. Swan & Finch...... 2u%% Apr. 1 
. 
30c Tonopah Mining ... 15¢ S Mar. 31 
U 
$4 United Alloy Steel.. $1 Apr. 7 
10% United Fruit ...... 2%% Mar. 20 
-+++ United Fruit, ext.. 4% Mar. 20 
$4 United Gas Imp.... : $1 Q Mar. 31 
7% U.S. Indust Alch, p 14% Q Mar. 71 
$3.50 U. S. Smelt&Refin,p 87%c QO Apr. 7 
$5 U S Smelt & Refin,c $1.25 Q Apr. 7 
Vv 
4% Va Caro Chem, c.. 1 % Apr. 15 
w 
$7 Westingh Air Brake. $1.75 Q Apr. 8 
$3.50 WestinghElec&Mfg,p 87%c Q Apr. 4 
$3.50 WestinghElec&Mfg,c 87%c QO Apr. 4 
2.50 York Rys, p....... 62%ec Q Apr. 19 


ext—Extra dividend. 


Payable 


15 


29 


— 


we 


19 
15 
15 
15 
15 


30 
30 


30 


ss—Subject to approval of Director General of Rail 


roads. 
xx—Payable in Liberty Loan Bonds. 
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Financial News and Comment 


Note.—The Railroad and Industrial Digest, Notes on Public Utilities, Oil Notes and 
Mining Digest, contain condensations of the latest news regarding the companies men- 
tioned. The items are not to be considered official unless so stated. Neither THE 
MAGAZINE OF WALL STREET nor the authorities for the various items guarantee 
them, but they are selected with the utmost care, and only from sources which we have 
every reason to believe are accurate and trustworthy. Investment commitments should 
not be made without further corroboration.—Editor. 





RAILROADS 





War Finance Corporation Makes 
Advances to Railroads 


The War Finance Corporation has made 
the following loans under the plan of re- 
ceiving the Railroad Administration’s cer- 
tificates as collateral: Baltimore & Ohio, 
$4,600,000; Erie, $2,500,000; Missouri Pa- 
cific, $1,120,000. The Baltimore & Ohio 
also borrowed from the Finance Corpor- 
ation $2,000,000 additional on its refunding 
and general 6s. 





Atchison Traffic Shows Decline 


Officials have reported that freight traffic 
fell off 19% during the last week in March, 
compared with the samc week of last year. 
This is entirely in order considering the fact 
that the various industries have been curtail- 
ing their respective outputs. 





B. & O. Operations Appear Favorable— 
Bonds Offered 


First three months’ operations in 1919 of 
the system will compare favorably with the 
first quarter of 1918. Baltimore firms are 
offering $3,000,000 6% collateral trust 5-year 
gold bonds due April 1, 1924, at 7%% and 
interest, to yield 6.60%. Interest is payable 
April and Oct. 1. The bonds are coupon, in 
denominations of $1,000, and are redeemable 
as a whole at 101 and interest on any in- 
terest date at 60 days’ notice, The Mer- 
cantile Trust & Deposit Co. of Baltimore is 
trustee. 





Canadian Pacific Earns 21.90% in 1918 


Annual report for 1918 shows net earnings 
of 21.90%, as compared with 30.54% in 1917. 
The sales of agricultural land in the year 
were 842,191 acres for $15,375,996, an aver- 
age of $18.25 per acre. 

“There will be submitted for your consid- 
eration and approval a lease of the Kaslo 
& Slocan Railway, extending a distance of 
17.7 miles. 

“Your directors think that the construc- 
tion of additional branch line mileage in the 
West will be necessary in the near future. 

“The gross earnings of transportation 
system in 1918 exceeded those of any 
previous year, and those of 1917 by $5,148,- 
363, but the net earnings were less by 
$12,043,630.” 


Rock Island Receives $2,800,000 from 
Government 

War Finance Corporation has made ad- 
vances to eight railroad systems aggregat- 
ing more than $9,000,000. In each case cer- 
tificates of indebtedness from the Director- 
General were accepted as security on rail- 
road notes. Rock Island received $2,800,000 
from the Government. 





Delaware & Hudson Receives Funds for 
Dividend Payment 

Necessary funds were received from the 

United States Railroad Administration to 

pay the quarterly dividend recently declared. 





Erie’s Feb. Deficit $263,483—Collateral 
Pledge Approved 


February gross was $6,335,757, as com- 
pared with $4,731,132 in the same month of 











Twelve Selected 


Bond Issues 


F you now have funds to invest, 

or expect to have in the near 
future, we suggest that you send 
for our list of twelve carefully 
selected bond issues. The interest 
on some of the bonds is paid by 
the issuing companies without 
deduction for normal Federal In- 
come Tax up to 2%, while the 
interest on others is wholly ex- 
empt from Federal Income Tax. 
Insurance companies and other 
institutions have included certain 
of the bonds among their invest- 
ments. Please ask for List No. 
707. 


Spencer Trask & Co. 


25 Broad Street, New York 
ALBANY BOSTON CHICAGO 


Members New York Stock Exchange 
Members Chicago Stock Exchange 
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1918. Net operating deficit after taxes 
equalled $263,483, as compared with a deficit 
of $776,630. For the two months of 1919 
the net operating deficit was $934,455, as 
compared to a deficit of $2,101,500. New 
Jersey Public Utility Commission has ap- 
proved the application for authority to 
pledge $8,372,000 of its Series D bonds, is- 
sued under its general mortgage of April 1, 
1903, as collateral security for a proposed 
issue of its three-year 6% collateral gold 
notes to the amount of $15,000,000. 





Illinois Central Traffic Drops 


According to an official statement, the vol- 
ume of traffic during the last week in March 
indicated general conditions about 20% 
under that of a year ago. 





L. & N. Bonds Called 


Seven hundred sixty-five thousand dollars 
(765,000) general mortgage 6% bonds of 
1880 (outstanding $882,000) have been called 
for payment June 1 at 110 and interest at the 
company’s office, 71 Broadway, New York. 

Net operating income for February was 
$707,485, as compared with $1,574,936 in 1918. 





New York Central Behind Central New 
York Tractions 


Although the general advance in fares 
asked by the State of New York railways 
has been denied, the sustaining factor for 
confidence in the future is that the New 
York Central is back of this big chain of 
central New York traction systems, and will 
see it through any of the rough periods that 
have developed. President Hamilton, in an 
interview, predicts that 7c. fares are inevit- 
able. The company controls the street rail- 
way system in Rochester, Syracuse, Rome 
and Utica. 

Court of Apreals has affirmed the judg- 
ment dismissing the complaint brought by 
Clarence H. Venner against the company 
and other companies constituting the New 
York Central lines. 

The purpose of the action was to undo 
the consolidation of this company with the 
Lake Shore & Michigan Southern Ry. Co., 
accomplished in December, 1914. 

The plaintiff's contention was that the 
unity of control of those lines violated the 
Sherman act and the anti-trust statutes of 
the six States through which the railroads 
of the company extend. 





New Haven Dissolution Period Extended 


Period for dissolution under the Sherman 
law was extended by Judge Mayer, in the 
Federal court, until July 1, 1921. 

Counsel for the road asked for further 
delay in effecting the dissolution on the 
ground that at the time of the issuance of 


the dissolution order, early sale of various 
securities was desirable, while to sell them 
at this time would mean a sacrifice. 





Norfolk & Western’s Net for Year 


$15,804,526 
Net income for the year ended Dec. 31, 
1918, after charges and taxes, was $15,804.- 
526, equivalent after preferred dividends to 
$12.34 a share on the common stock, as 
compared with $14.96 in 1917. 





Penn $75,000,000 Indebtedness Approved 


The resolution approving of the increase 
of the company’s indebtedness to the extent 
of $75,000,000, upon which, at the stock- 
holders’ annual meeting a stock vote was 
ordered to be taken at the same time, was 
adopted. 

Director-General Hines has signed a con- 
tract for the lines west of $15,154,719. 





Western Maryland Will Erect New Gauge 
Line 

At a cost of more than $1,000,000 W. M.., 
in conjunction with B. & O., will put a 
standard gauge line through the southern 
end of Fayette County, to connect up with 
the fast growing West Virginia coal and 
coke development. Two corps of civil en- 
gineers are completing the surveys. 





INDUSTRIALS | 





American Writing Paper Adopts Reorgani- 
zation Plan 


Committee on reorganization recently 
announced ‘to holders of the first mort- 
gage sinking fund gold bonds of the com- 
pany the adoption of the plan under de- 
posit agreement dated Oct. 10, 1918, and 
stated that holders of the above mentioned 
bonds who have not already deposited their 
bonds are notified that they may without 
penalty become parties to said deposit 
agreement and be entitled to the benefit 
of said plan by depositing their bonds with 
the depositaries on or before April 15, 1919. 
Thereafter bonds may be deposited only 
subject to such terms as the committee 
may impose. 

Baldwin Creates Department of Foreign 

Sales 


That the management anticipates a sub- 
stantial revival in foreign business is indi- 
cated in the action of the board in creating a 
department of foreign sales. At the board 
meeting F. de St. Phalle was elected vice- 
president in charge of foreign sales. Reeves 
<. Johnson has been appointed foreier 
sales manager. 
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Corn Products Settles with Government 

Decree of settlement in the Government 
anti-trust suit brought against the company 
has been signed. By the terms of settle- 
ment several plants must be sold to pur- 
chasers approved by the court before 1921. 
President Bedford after signing the decree 
said that while it was more drastic than 
was expected it left intact the integrity of 
its trademarks, except those owned by the 
National Starch Co. “I think it is a fair 
settlement in the interest of the sstock- 
holders,” he added. 


Distillers’ (U. S. Food Products) President 
Optimistic 

In his remarks to stockholders, President 
Kessler stated that the company has already 
embarked on its food products business, 
and is now producing yeast daily, for which 
it finds a ready market. Within two months 
present production, he stated, will have 
been increased by about ten times. 

“Regarding our sugar products, we have 
eight large alcohol distilleries, each of 
which has a grain mill, and it is these 

ain mills we are now converting to manu- 
acture diverse sugai products. We will 
start deliveries on this line within the next 
two weeks. 

“In addition to the yeast unit now op- 
erating, we will put in three more in the 
West and South while four or five sugar 
product plants will be placed in operation 
as soon as converted. These changes will 
not interfere with our commercial alcohol 
production, and we are’ in as good a posi- 
tion as any company to make this product. 
I feel our earnings this year will permit us 
to pay our $8 dividend without going into 
surplus.” 








Increase Predicted in Electric Storage 
Battery Dividend 


With $1,000,000 note indebtedness can- 
celled on Oct. 1, 1919, it is said the manage- 
ment can scarcely avoid putting the stock 
on a higher dividend basis. Earnings the 
past four years, after Federal taxes and all 
charges, have been safficient to add $26 a 
share, to the book value of the stock, which 
means that in that time $4,200,000 surplus 
profits have been put back into the property. 
While paying but 4% per annum in divi- 
dends, the profits, after taking out taxes, 
were about 121%4% in 1918 and 1917. 





Emerson Phonograph Does Large Business 

March business has been the largest in the 
company’s history. Earnings are at present 
running at the rate of about $1 per share 
per annum. 





General Electric’s Orders Decline 
Present volume of orders reflects hesi- 
Before Germany quit the inflow of 


tancy. 


business was running at the annual rate of 
$260,000,000, but it is now about $155,000,000. 
This shrinkage is attributable to the falling 
off in the demand for large electrical instal- 
lations incident to building projects. 





International Harvester Expects Capacity 
Orders 


It appears that manufacturers of farm 
tractors will be taxed to capacity to supply 
the needs of American farms this year 
The Department of Agriculture estimates 
that more than 300,000 tractors will be ab- 
sorbed by the home demand during 1919. 
Production in 1918 reached a high water 
mark, but the total output of tractors was 
less than half expected this year. Farmers 
have discovered that operations are greatly 
assisted by tractors, which are fast displac- 
ing horses. The greatest deterrent against 
the tractor appears to be their high cost, 
but there are indications of reduced prices 
in the near future. 





Kelly-Springfield Stockholders Approve 
Increase 

Stockholders at a special meeting ap- 
proved the proposal of the directors author- 
izing an increase in the common stock from 
$5,029,000 to $10,000,000. The increase pro- 
posed is for the purpose of distributing 
common stock dividends at the rate of 3% 
quarterly, beginning May, 1919. 





Maxwell Motors Plans Reorganization 


Active steps are being taken towards an 
early reorganization, financial and operat- 
ing, of the company, which, from a financial 
standpoint, is pretty well snarled up. No 
dividends are being paid on first preferred 
stock, and dividends on second preferred 
and common are years distant. Next spring 
there is $700,0000 scrip dividends on first 
preferred due, and in the meantime arrears 
on preferred, now amounting to 34%, will 
pile up. 

A plan is being worked out by dominant 
interests in conjunction with powerful 
interests in the Gene al Motors Corporation 
for a new company to take over assets of 
the present Maxwell company. An effort 
will be made to cancel the lease of the Chal- 
mers Co. under which Maxwell is operating 
the former’s plants and take Chalmers 
directly into the new Maxwell corporation. 





May Department Stores Sales $41,179,260 
President Morton J. May, in his annual 
report, said in part: 
“The sales have increased $5,547,600, total 
sales for the year 1918 being $41,179,260. 
“Since Feb. 1, 1919, to date, the volume 
of sales shows a substantia. and satisfactory 
increase.” 
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Midvale Steel Expects Fair Buriness 


W. E. Corey, chairman of the board of the 
company, in his annual report, said in part: 
“All business men are agreed as to the 


desirability of restoring normal conditions 
as quickly as possible. It is not reasonable 
to expect that the level 01 commodity prices 
in effect at the close of hostilities can be 
maintained, or that a normal volume of busi- 
ness can be expected on that basis. On the 
other hand, as a result of this war, it is 
probable there will be a permanent rise in 
value, so that we should not expect a return 
to pre-war levels, either in commodity prices 
or wage rates. As long as business is com- 
pelled to carry the burden of the Excess 
Profits Tax, we cannot expect any material 
expansion in the nature of new enterprises. 
Therefore, we do not anticipate anything 
in the nature of a boom; but, we believe 
that the every-day needs of the people, with 
such export business as we are able to ob- 
tain, will be sufficient until the country is 
able to work out from present abnormal! tax 
burdens.” 





Nova Scotia Steel to Resume Operations 
Gradually 

Coincident with the declaration of the 
usual quarterly dividend on the common 
shares of the company, it was learned that 
the company expects to resume operations 
at Sydney and New Glasgow in the near 
future. The operations at the moment will 
be limited, but it is hoped to increase gradu- 
ally to full capacity within the next few 
weeks. 

The company has been in receipt of mod- 
erate orders at prices which are barely suf- 
ficient to return costs, and the operation 
may be considered in large measure as 
undertaken for the benefit of the company’s 
employes. 





United Cigar Stores Sales Increase 

Price-cutting campaign started by the 
Schulte Co. and aimed particularly at this 
company, seems to have resulted in in- 
creased business all around. On March 21, 
1919, the company did the largest business 
of any Friday in the history of the concern. 

Sales in the first two weeks of March 
showed a gain of $489,000 over March, 1918, 
which is a monthly sales gain of $1,000,000, 
the largest in its history. 

Negotiations for the purchase of the Loft 
Candy Co. is expected to be completed 
within a short time. The Loft company is 
capitalized at $5,000,000, and it is understood 
the stock will be purchased at par. 





United Fruit Reserves $9,896,450 for Taxes 


Pamphlet report for the year ended Sept. 
30, 1918, after setting aside $9,896,450 for 


taxes and a deduction of $839,509 for inter- 
est charges, showed balance for dividends 
of $14,094,046, equal to 28.01% on its stock, 
compared with 26.7% in 1917. 


The preliminary statement issued Decem- 
ber, 1918, showed a tax set up based on the 
1917 law of only $4,000,000 and, on that 
basis, the balance for the stock appeared as 
39.7%. Notwithstanding the increase in 
taxes from an estimate of $4,000,000 to $9,- 
896,450, the special charge of $5,000,000 to 
the war emergency reserve fund was left 
intact. 


U. S. Rubber Net $16,072,042 


Report for year ended Dec. 31, 1918, shows 
a net profit of $16,072,042, after all expenses, 
charges, interest, etc., and Federal, Cana- 
dian and British taxes, compared with $15,- 
340,577 in 1917. These earnings are the 
largest in the history of the company. After 
allowing for dividnds on the preferred 
stocks and dividends to minority stock- 
holders of subsidiary companies, the balance 
is equal to $30.81 a share on common stock, 
compared with $28.77 in 1917. 


The sales figures also show remarkable 
increases over previous years. These 
amounted to $215,398,425, or nearly $40,000,- 
000 more than in 1917. Profit and loss sur- 
plus Dec. 31, 1918, was $41,843,051. 








We are prepared to furnish 
DATA ON THESE STOCKS 


Procter & Gamble Co. 
Cincinnati, New Orleans & T. P. 
First National Bank 

Indian Refining Co. 

American Seeding Machine Co. 
Cincinnati Gas & Electric 


CORRESPONDENCE INVITED 


Westheimer & Company 
Baltimore, Md, 


MEMBERS OF 
New York Stock Exchange 
Cincinnati Stock Exchange 
Chicago Board of Trade 


Cincinnati, Ohio 


SPECIALISTS IN OHIO SECURITIES 
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U. S. Steel Business Shows Increase 


New business since the reduced scale of 
prices became effective has shown a decided 
increase, according to Judge Elbert H. Gary, 
chairman of the finance committee. 

In a statement Judge Gary said in part: 

“Apparently there has been a decided 
increase in the volume of our business since 
the approval of the present scale of prices 
by the Industrial Board last week. There 
is not yet time to determine the full effect 
of the movement. 

“However, I have great confidence in the 
plan adopted. If other lines of business 
without delay shall co-operate in the same 
direction with the Industrial Board, I see 
great prosperity ahead of us.” 





Willys-Overland Shows $5,536,254 


Annual report for the year ended Dec- 
31, 1918, shows net income, after charges 
and taxes, of $5,536,254, equivalent, after 
preferred dividends, to $2.54 a share on the 
common stock, as compared with $3.16 a 
share in 1917. 

In his annual report for 1918, J. N. Willys, 
president of the company, makes some inter- 
esting forecasts of the business which the 
company is expected to do in 1919. He 
declares that the outlook for the automobile 


= 











Monthly 
Dividends 


PERMANENT monthly income of 
$25 can be had for an investment 
of about $4,000 in fifty shares of Cities 
Service Preferred. 

Cities Service Company’s 102 public 
utility and oil subsidiaries afford a 
great factor of safety through the 
resulting diversity of activities and 
earnings. 

The Preferred Dividends were earned 
five times over in 1918. 


Write for Circular I-108 
Monthly Dividends 
Monthly Earning Statements 


Henry L. Doherty & Company 
60 Wall Street New York 











and farm tractor industries was never 
brighter. Referring to his own concern, he 












S BOND Merchants, 
we pay particular at- 
tention to!WVisconsin securities 
and underlying issues of estab- 
lished companies, thus insuring 
the highest degree of safety 
in the investments which we 


recommend. 


—_ 
MorRIG F. Fox « Co. 
INVEST NT SECURITIES 


MILWAUKEE, WISCONSIN 
le 





states that 1919 output will reach 175,000 
cars, or over twice the war depleted 1918 
production, and exceeding by 25% the com- 
pany’s best year. Mr. Willys says that first- 
hand reports of dealers and distributers 
evidence a steadily increasing demand for 
cars, each, succeeding month of the new 
year having recorded a striking gain in 
sales over the previous. In proportion to 
the supply the demand for cars was prob- 
ably never greater than now. 





PUBLIC UTILITY NOTES — 


Boston Elevated Receipts $2,029,734 


In February, 1919, it cost 9.304 cents to 
carry each passenger, compared with 8.97 
cents in January. The net loss for Febru- 
ary was $285,124, as against a loss in January 
of $219,629. The net loss for the eight 
months during which the trustees have been 
in contro! is $3,577,418. The average loss for 
the three months of the eight-cent fare has 
been $218,219 per month. This compares 
with an average loss for the four months 
of the seven-cent fare of $604,148 per month 
and with a loss in July under the five-cent 
fare of $707,958. 

Total receipts from all sources for Febru- 
ary, 1919, were $2,029,734. Of this amount 
$1,978,313 came from the eight-cent fare. 

The total cost of service for February, 
1919, was $2,314,858, of which $1,042,695 was 
expended for wages. 























Re 


FINANCIAL NEWS AND COMMENT 


1145 





B. R. T. Shows Improvement 


Receiver Garrison has been quoted as to 
improvements on the system as follows: 

“Owing to the cessation of war conditions, 
the company has been enabled during the 
last few months to effect gratifying im- 
provements in service, both on the rapid 
transit and surface lines. 

“This improvement was officially testified 
to on March 19 by Walter T. Edgerton, 
inspector of the P. S. Commission, who de- 
clared that the service on the B. R. T. rapid 
transit lines was better than ever before, 
with the exception of two or three, where 
the limitation of service was directly at- 
tributable to the limitation in track capacity, 
an element in the situation beyond the com- 
pany’s control.” 





Chicago City Railways Not Earning 
Interest Rate 


President Leonard A. Busby, in his an- 
nual report, says: “At the present time the 
company is not earning the 5% interest 
rate fixed by ordinance on its purchase 
price. It should be remembered, in this 
connection, that the annual figures do not 
reflect the full result of the second wage 
increase, which was effective only the last 
six months of the year, and that the com- 
pany is now operating at an annual loss far 
heavier than that indicted by these figures. 
The only relief possible is through addi- 
tional revenue from an increase in fares.” 





Cons. Gas of Balt. Will Vote on Blanket 
Mortgage 


At a special meeting called for April 16 
stockholders will be asked to vote on the 
creation of a blanket mortgage to cover 
all its present property and any hereafter 
to be acquired. The proposition will fur- 
ther bind the company not to have more 
than $100,000,000 of securities outstanding 
at any one time. 





Hudson & Manhattan Earnings Increase 


January gross amounted to $658,965, com- 
pared to $562,915 in 1918. The net income 
after taxes of $271,564 amounted to $272,686, 
as compared to $258,304 in 1918. This after 
payment of interest of the 5% adjustment 
bonds is equal to better than 3%% on the 
income bonds. 





Mackay Co. Officers Removed 


Postmaster General Burleson has removed 
Clarence H. Mackay, president: W. W. 
Cook, general counsel; William S. Deegan, 
secretary, and the board of directors of the 
company operating the Postal Telegraph & 
Telephone systems. He appointed A. F. 
Adams to supersede them in the manage- 
ment. 


In relieving the Mackay group from con- 
nection with their company, Burleson as- 
serted that “they have failed to carry out 
the orders and instructions of the Postmas- 
ter General and have conducted themselves 
before the public and with the operating 
force in such manner as to disadvantage- 
ously affect the interests of the Govern- 
ment.” 


Public Service, N. J., Has Jitney Bus 
Opposition 

President Thomas N. McCarter, 
annual report, said in part: 

“The number of jitnev busses operating 
in some of the cities served by the railway 
has increased, and the volume of business 
done by them has likewise grown. 

“The position of the railway company 
with regard to the jitney traffic is that it is 
an unwise competition from the point of 
view of public advantage. The railway 
company is a public utility and, as such, is 
under jurisdiction as to rates and service. 
To allow a competing industry to operate 
along the same streets, even using the pave- 
ment paid for by the railway company, with- 
out the former being subject to the same 
control by the board, as to rates and service, 
constitutes an unwarranted discrimination. 
This question sooner or later will have to 
be determined as a matter of State policy. 
The people of this State must realize that 
if the jitney traffic is to be fostered, the in- 
evitable result will be higher rates for the 
public upon existing electric railway sys- 
tems, and a stagnation in their future de- 
velopment.” 


in his 





OIL NOTES 


Atlantic Refining Sues for $2,193,252 

Suit has been entered in the Federal Court 
against the Government for $2,193,252 al- 
leged to be due for fuel oil furnished to the 
navy. The company claims compensation 
on the basis of war prices charged for its 
product, while Secretary Daniels settled at 
a low rate fixed by President Wilson. 








Eureka Pipe Line Reduces Dividend 

A quarterly dividend of $4 has been de- 
clared payable May 1. This is a reduction 
of $1 from the previous declaration. 

A statement by President Forrest M. 
Towl regarding the recent dividend reduc- 
tion is as follows: 

“In gathering 16,000 bbls. of oil per day 
from more than 16,000 wells the expenses 
have greatly increased, due principally to 
the great increase in taxes, cost of material, 
rate of wages and the eight-hour day. 

“The recipts have declined with the pro- 
duction as the rate for gathering the oil 
has remained constant at 20c. per bbl. 
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“The company is arranging to file a new 
tariff increasing its gathering charge. Such 
increased charge has already been made by 
many of the pipe lines gathering oil in 
various fields.” 


Gulf Refining in Price War 


Gasoline recently sold at 13c. a gallon 
at Memphis—one-half the price charged a 
week before—as the latest development in 
an old-fashioned price-cutting war between 
the Standard Oil Co. and this company. 

The Gulf company has dropped its price 
to 13 cents retail and 12 cents to indepen- 
dent filling stations. The Standard Oil Co. 
is selling for 15 cents retail and 13 cents to 
filling stations, but an immediate drop in 
this price is expected. 

Company officials charge that the Stand- 
ard started the war to force them out. 

However, not long after the retail prices 
at the refilling stations were advanced to 
23c. a gallon, the rate before the recent 
price war. 








Hudson Oil Increases Capital Stock 


At the meeting of the stockholders the 
capital stock was increased from 100,000 to 
500,000 shares. At a subsequent meeting of 
the directors it was voted to give stock- 
holders of record on March 29, 1919, the 
right to subscribe up to April 10, for two 
shares of stock for every share held. 


Island Oil Denies Report of Salt Water 
in Well on Lot 9 Tepetate 

In response to a statement made by one 
of the financial news bureaus stating that the 
Island Oil well on Lot No. 9 Tepetate was 
flowing 18% salt water, the following state- 
ment was issued by B. Lasher, vice- 
president of the company: 

“The Island Oil and Transport Corpora- 
tion officially deny the statement issued on 
the ticker at 2 p. m. April 3 that the latest 
advices from Mexico show that there is now 
18% water in the mixture flowing from the 
well on Lot 9 Tepetate. 

“In all Mexicann production there is a 
small percentage of salt water, but there is 
no evidence that the well on Lot 9 Tepetate 
is showing any greater percentage of salt 
water than other wells of similar capacity 
in the same district, and it is absolutely 
false that any such percentage as 18% salt 
water has ever been produced from any 
of these wells. 

“The Island Oil & Transport Corpora- 
tion is at the present time drawing oil from 
Lot 163 Chinampa, a portion of which lot 
is owned by the Island Co. under arrange- 
ment with the Standard Oil Co., and is also 
connecting up its pipe line with its large 
gusher on Lot 162 Chinampa. 

“The shipments of the company from 
Palo Blanco exceeded 670,000 bbls. during 
the month of March, and there is no reason 

















Investment 
Bonds 


J.R. Bridgeford & Co. 


111 Broadway New York 
Telephone 2841 Rector. 








to foresee that the shipments of the com- 
pany will be in the slightest curtailed.” 





Midwest Refining has Strong Position in 
Wyoming 
Recent developments in the Wyoming oil 
industry principally benefit this company. It 
has strengthened its position in all of the 
leading producing fields in the state. 


Ohio Well Brings in Well 
Well of 400 bbls. daily production has been 
brought in in the Rock River district. Con- 
siderable interest attaches to this well, as it is 
a test for the eastern part of this field, where 
a large acerage is owned by other leading 
companies. 








Pan-American Petroleum Purchases Cal- 
ifornia Co. 

Doheny Pacific Petroleum Co. has been pur- 
chased by this concern. 

Several thousand acres of producing and 
prospective lands in California are thus ac- 
quired, which will make the company a big 
factor in the future oil development of the 
State. New production obtained by the pur- 
chase is about 7,500 barrels a. day. 

As a result of the purchase of the Doheny 
Pacific properties, the company will enter on 
the oil refining industry. Fifteen acres have 


been purchased and the company will erect a 
complete refinery of an initial capacity of 
1,000 barrels a day. 
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Royal Dutch Takes Over Mexican Eagle— 
Shipment from Mexico 
According to a London cable, the transac- 
tion involving the purchase of the Mexican 
Eagle Co. by this company, has been consum- 

mated. 

Another shipment of oil from Mexico has 
been made, consisting of 27,850 barrels, to the 
Orient, through its subsidiary, the Corona 
Petroleum Co. This is the second shipment 
since the company’s business was interfered 
with by the war. 





Sinclair Gulf Central American Concessions 
Valuable 

Attention has been called to big concessions 
in Costa Rica and the Republic of Panama 
since it plans to supply fuel oil to vessels ply- 
ing thru the Panama Canal. It is recognized 
that the corporation will be in a good position 
for marketing-oils in South America. Drill- 
ing is now in progress on the 20,000,000 acres 
embraced in these grants. 

Oil authorities point out that when the cor- 
poration is ready to ship it will only be neces- 
sary to pipe the oil from the concessions, and 
erect a topping plant near the Canal. 

Deliveries can then be made to passing 
ships, thus obviating shipments by vessel or 
rail, and making possible a big saving in 
transportation costs. 





South Penn Oil Gives Statement Concern- 
ing Oil Purchases 

“We wish to notify you that from this time 
on, the company stands ready to purchase at 
the Seep Agency posted price only, such oil 
as it can immediately market, and if the time 
should come that there is more oil offered 
than can be immediately marketed, we will 
expect in every case to give preference to the 
current production. 

“This notice is not being sent out with any 
feeling on our part that the Eastern oil is 
going to be in any less demand, but with the 
possibility of rapidly changing conditions, we 
want it understood among our customers that 
the company must protect itself should the 
ebergency arise.” 

The company in the past has taken all the 
oil offered to it and has been compelled to 
store the surplus. This action has resulted 
in heavy losses, because competitors have 
taken no more crude than needed for immedi- 
ate consumption. 





Standard of Cal. Develops New Field 
Four-inch pipe is being laid to the new field 


it is developing on Poso Creek. The com- 
pany will finally drill sixty wells on this 
property. 





Tidewater Purchases Property 
Purchased property oi General Chemical, 
adjoining its Bayonne property, and will dis- 
mantle the plant and use the land for storage 
tanks, stills and other oil equipment. 





Union Oil of Cal. Loses a Land Suit 

In a decision by the Supreme Court, S. R. 
Smith had been given title to oil lands in Ven- 
tura county, Colorado, which was disputed 
by the company. 





Union Natural Gas Drilled 192 Wells 

“During 1918 your company, through its 
underlying companies, has acquired 152,765 
acres of new oil and gas leases and surren- 
dered 76,235 acres that have proven unpro- 
ductive, and now holds 707,959 acres, 

i the year your company drilled 192 
wells 


MINING NOTES 


Ahmeek’s Net $1,534,625 

Report for the year ended December 3], 
1918, shows net earnings of $1,534,625, equiv- 
alent to $7.67 per share on the 200,000 shares, 
after reserving $1,640,000 for taxes. This 
compares with net of $2,341,510, or 11.71 per 
share earned in 1917. 

Copper production in 1918 totalled 24,851,235 
Ibs. It cost the company 14.30 cents per Ib. 
to produce in 1918 and it received an average 
price of 24.30 cents. 





Smelters Mexican Plants in Operation 


President Simon Guggenheim, in his an- 
nual report, said in part: 

“In addition to the plant previously owned, 
we have constructed five new plants, and have 
also acquired the Baltimore copper refinery. 

“At the present time several members of 
the Board of Directors are making an exam- 
ination in person of the company’s properties 
in Mexico. These properties are of great 
promise, only awaiting more settled political 
and economic conditions, in order to produce 

2,500,000 tons of ore per annum. 

“All the smelters of the company in Mexico 
are now operating except that at Velardena.” 





Butte Copper Strikes New Ore 
New ore strike has been made on the 1,000- 
foot level of the Emma mine of the Butte 
Copper & Zinc, wihch is operated by the Ana- 
-onda Co. The ore body is 20 feet wide with 
the cross-cut still in ore. 
It is said to be high in silver. 
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Cerbat Silver’s Rich Ore Body 


Inside interests have taken some very op- 
timistic figures from an assay map of the Ten- 
nessee Schuylkill mine, which adjoins the 
Cerbat on the south. This mine has produced 
something like $29,000,000 in the past and is 
worked to a maximum depth of 1,600 feet, 
while the Cerbat property has not been ex- 
plored beyond the 500-foot level. On the 
1,100-foot level of the Tennessee Schuylkill 
mine, 27 assays taken show an average of 
$61.17 per ton in gold and silver, and on the 
1,170-foot level 39 assays show an average 
of $60.82 per ton. This shows the depth of 
the vein, which the engineers report runs 
through the Cerbat property from North to 
South to a total of nearly 6,000 feet. This 
vein according to reports shows a width of 
between 9 feet and 65 feet at different parts 
of the property. An organization is being 
inet for the Cerbat work to be started 
on a large scale under the direction of H. 
Robinson Plate, the mining expert, who is 
president and operator of the Golden Gate 
Exploration Company. 





Granby Reduces Quarterly Dividend 


Directors have declared regular quarterly 
dividend of $1.25 a share, payable May 1, 
1919, to stock of record April 18. 

The previous quarterly dividend was $2.50. 





Inspiration Dividend $1.50 
Regular quarterly dividend of the company 
had been reduced from $2 a share to $1.50, 
payable April 28, 1919, to stockholders of 
record April 11. 


Isle Royale Curtails Production 

Rock production will be down to 60,000 
tons a month by April 1, 1919. This will come 
from three shafts. Number 7 was shut down 
last week, and other shafts will be closed down 
as far as actual hoisting is concerned, all un- 
derground work being confined to opening up 
new ground. 





‘ Net for La Rose $45,544 
Net profit of $45,544 during 1918 is reported 


but against this was a deduction of $54,382 
noted as “expenses of prospecting at Violet 
property.” Dividends required the disburse- 
ment of $30,000. The net result was a reduc- 
tion in surplus from $509,927 at Dec. 31, 1917, 
to $456,046 at Dec. 31, 1918. 

Operating costs rose to 82.94 cents per ounce 
of silver against 68.64 cents in 1917. The 
average price received was 99.83 cents, com- 
paring with 82.94 cents in 1917. Shipments 
were 276,130 ozs. 





Magma Copper Shipments Normal 
Passing dividend did not bring out any sell- 
ing, and stock recently advanced in sympathy 
with the general improvement in the copper 


industry. Reported that new shaft is about 
completed to. 1,800 foot level. Shipments 
normal, viz., about 100 cars per month. 

The February output of copper by Mag- 
ma was 1,211,175 Ibs., as compared with 
900,000 Ibs. in January, and 1,040,783 Ibs. in 
December and 992,000 lbs. in November. 





McKinley-Darragh Savage Received 99.73c 
for Silver 

President J. R. L. Starr said in his annual 
report: “Your directors desire to call your 
attention to the fact that the average price 
received for silver in 1918 was 99.73c., as 
against only 83.20c. in 1917. The necessity for 
carrying on the large amount of development 
work at the lower levels has increased our 
actual cost.” 





Minerals Separation Action Heard 


Application of the company for a writ of 
certiorari in the so-called flotation litigation 
having been granted, the U. S. Supreme Court 
will review the proceedings instituted by the 
company to restrain the Butte & Superior 
Mining Co. from infringing on its patented 
process. On account of the technical ques- 
tions involved, a decision is not expected for 
some time. 





Action Against Mines of America Dis- 
continued 

Action brought by Arthur C. Train to re- 
strain officials from carrying out the reorgan- 
ization has been discontinued. Certain modi- 
fications in the plan providing additional op- 
tions satisfied the opposition. The assets will 
be sold to the Dolores Esperanza Co. and 
stockholders will be permitted to subscribe to 
shares in this company at $2. 





Ray Hercules Shafts Working 
Is doing better. All three units of the new 
mill are now running smoothly. Company 
ran short of working capital a few months 
ago, but now appears to have turned the cor- 
ner. 





Shannon Copper Shows Deficit 


Report for the year ended Dec. 31, 1918, 
shows total receipt of $2,225,374, against $1,- 
824,957 in 1917 and a deficit of $277,583, 
against a surplus of $184,967 in 1917. 

The production of copper in 1918 amounted 
to 9,627,987 Ibs., against 6,138,218 Ibs. in eight 
months of 1917, gold 2,466 ozs., against 1,096 
in eight months of 1917 and silver 77,314 ozs., 
against 51,771 ozs. in eight months in 1917. 





Silver King of Arizona Clears Decks for 
Long Season of Development 
Recently Silver King Mining Company of 
Arizona has cleared its skirts of all “en- 
tangling alliances,” litigation and threatened 
litigation, and will install new machinery, 
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including a 500-ton mill, the electrification of 
the plant and the sinking of a new 1,000-foot 
shaft. These improvements have been held 
in abeyance, pending the settlement of certain 
lawsuits, which have been hanging over the 
company, and casting a shadow of uncer- 
tainty, for a number of months. Every con- 
tested point has been satisfactorily adjusted. 

Quite a number of local mining contractors 
are in the city figuring on a contract to sink a 
1,000-foot shaft for the Silver King mine. 
The cost of sinking this shaft will necessitate 
an expenditure of between $80,000 and 
$100,000, which is strong evidence of the com- 
pany’s faith in its estate. The new shaft will 
go down about eighty feet removed from the 
present workings and in ground practically 
proved to be mineral bearing. Electrification 
of the entire plant will follow the sinking of 
the shaft, and modern equipment throughout 
will be installed. 

It is likely that the bids for the shait will 
all be in and the contract awarded before the 
end of next week. This improvement will 
give employment to quite a number of extra 
men and will greatly stimulate activities in the 
Silver King section. 

The new 500-ton mill will not be installed 
until the shaft is well on its way. There is 
enough ore blocked out and in sight, how- 
ever, to warrant the installation of a 500-ton 
reduction plant, and the proposed shaft can- 
not be considered in the light of a prospect 
hole. 

The thirty-five ton mill is grinding away 
night and day. This ore being treated comes 
from the 225 and 400-foot levels, and there 
is sufficient ore in sight to keep the mill run- 
ning for months. Returns on concentrates 
average about $1,300 to the ton, which is a 
very creditable showing, and is piling up a 
fund in the treasury. 

The ore being taken out at present is 
chiefly milling ore of a high grade. Little 
smelting ore is being mined, but is frequently 
encountered, segregated and sacked for a later 
shipment. The returns are chiefly on silver, 
but there is sufficient copper in evidence to 
warrant the assertion that with depth a good- 
sized copper mine will be brought in. 


UNLISTED NOTES 


Endicott-Johnson Has Large Orders 

All departments are working full, orders on 
hand insure capacity operations for at least 
six months, and new orders are coming in in 
large volume. 

There is every indication that last year’s 
turn-over of $75,000,000 will be passed this 
year very easily. 











Lackawanna County Coal Acquires North- 
east Colliery 


Through its subsidiary, the Falls Mining 
Co., this coal producer concluded negotiations 
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for the purchase of the Northeast Colliery 
located at Carbondale, Pa. This property in- 
creases the coal holdings of the company at 
least 1,500,000 tons, and is fully equipped and 
operating. The company is located in the 
richest anthracite district. Through the ac- 
quisition of this property the company is en- 
abled to effect substantial economics in opera- 
tion, 


National Fireprofing Has Large Interest in 
Oil Lands 


About 3,000 acres of oil land at Haden- 
ville, Ohio, are owned by Natonal Fireproof- 
ing. Twenty-one oil wells have been sold to 
the Carter Oil Co., a subsidiary of Standard 
Oil of New Jersey. The company receives @ 
one-eighth royalty from this, and the oil de- 
velopment work will be extended. The com- 
pany owns valuable property at Perth Am- 
boy, N. J., and it is the intention to dispose 
of some of this as opportunity affords. 

Inquiries for hollow tile for -buildings, for 
underground conduits, brick, and sewer pipe 
are coming to the company as a forerunner of 
a building boom, and it is felt a period of 
prosperity is at hand for this concern after 
five years of depression from the war. The 
company has maintained its 23 plants in fine 
physical condition, and is also in good finan- 
cial position tc take advantage of opportuni- 
ties. 
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A director of the company said: 

“Our company should profit greatly by a 
return of normal building undertakings. We 
are well provided with all materials in the 
way of fire clays and shale clays, and in addi- 
tion, many of our plants have their own coal 
for fuel. an 

“During the war commercial building de- 
clined until there was nothing offering except 
Government business.” 


Peerless Motor Net Sales Decrease 

Although the net sales of the company in 
1918 showed a decrease of $7,039,373, the bal- 
ance sheet indicates the corporation is in good 
financial position. The current assets as of 
Dec. 31 last were $8,711,452, and current lia- 
bilities $1,380,039, making the net working 
capital $7,331,413. Deducting from this the 
$3,454,800 bonds now outstanding there re- 
mains $3,877,613, which is about equal to the 
present market value of the common shares 
outstanding. 


Submarine Boat Launches Two More Boats 


Two fabricated steel ships have been 
launched from the yards of the company in 


Newark, and one more would be launched 
immediately at the same yards, the ninth 
5,500-ton cargo ship turned out at these yards 
this month. 

President Henry R. Carse, in his annual re- 
port, said: 

“The technical forces of the company have 
been studying the development of a Diesel 
engine for cargo vessels, which is of a differ- 
ent type from that for submarine torpedo 
boats, and it is expected that during 1919 
Diesel engines of large power will be pro- 
duced by us which will create a large business 
for our manufacturing facilities.” 


U. S. Steamship Groton Plant Receiver 
Appointed 
Temporary receivers have been appointed 
for this company, employing 4,000 hands, with 
$2,000,000 Government contracts on hand. The 
plant is a subsidiary of the U. S. Steamship 
Co. E. A. Morse, president of the company, 
says that failure of the U. S. Shipping Board 
to keep its agreement relative to a loan of 
$1,000,000 and of a delay in adjusting claims 
under the Government contract is responsible 
for the court’s action, and that creditors may 
be paid in full in sixty days. 





Wall Street Jottings 


At the organization meeting of directors of the Air 
Reduction Co., Inc., New York, the following officers 
were elected: A. S. Blagden, president; A. R. Ludlow, 
vice-president; C. E. Adams, treasurer; M. W. Ran- 
dall, secretary; C. L. Snow, assistant treasurer; C. 
C. Emerson, assistant secretary. 


At the annual meeting of the American Telephone & 
Telegraph Co., William A. Gaston was elected to the 
board of directors in place of George D. Milne. The 
number of directors was increased from seventeen to 
nineteen. 

Walter G. McClaury has been elected a_ vice- 
president of the National City Bank of Chicago. 


McDonnell & Co., members of the New York Stock 
Exchange, announce the opening of an office in the 
Del Monte Hotel, Del Monte, Cal., in charge of George 
Parsons. 

John W. Cutler, of Boston, has become associated 
with the bond department of Kean, Taylor & Co. 


Herbert S. Polhemus, formerly head of H. S. Pol- 
hemus & Co., is now associated with the Stock Ex- 
change firm of Miller & Co. 


Mrs. Jacob Riis, head of the women’s department 
of Bonbright & Co., has been made chairman of the 
Business Women’s Committee for the forthcoming 
Victory Loan campaign in New York, and Mrs. Wil- 
liam A. Campbell, also of that department, has been 
made chairman of the Committee of Women’s Clubs, 
of New York City for this campaign. 


Herman Rumpen, formerly connected with Colgate, 
Parker & Co., has been admitted to general partner- 
ship in the firm of Kiely & Horton. 


R. Wuesthoff has been elected assistant treasurer 
of the Asia Banking Corporation. He will have charge 
of the office at Hankow, China. 


Arthur Amory Houghton, of Corning, N. Y., has 
been elected a director of the Metropolitan Trust Co. 
to fill a vacancy in the Board. Mr. Houghton is 
vice-president of the Corning Glass Works and also 
president of the Ephraim Creek Coal & Coke Co. 


The William R. Compton Co. has issued a circular 
describing a number of municipal bond issues yielding 
from 4.35 to 5.50% on the money invested. 


George A. Huhn & Sons have issued a circular de- 
scribing the United States Rubber Co. 


Atlantic National Bank announced that an extra 
compensation of 2% of the amount of their salaries 
was paid to all of the employees in addition to a 
substantial bonus provided for. 


The Dominion Bank of Canada has started business 
in its new offices located at 51 Broadway, New York. 


Alfred R. Risse is offering Mexican infalsificables 
(non-counterfeitable) at around 4 cents (U. S. cur- 
rency). The issue termed infalsificables was author- 
ized by the Carranza Government. 


Hayward Wilson, formerly of Van Voorhis, Wilson 
& Co., of Boston, and since then in the United States 
army, is now associated with Bonbright & Co., Inc. 


Richardson, Hill & Co. have opened an office in 
the Portland Press Building, Portland, Me., under the 
management of Owen Grant, previously with the Ban- 
gor office. 


Bonbright & Co. and H. M. Byllesby & Co. have 
purchased a new issue of $2,500,000 Oklahoma Gas & 
Electric Co. one-year 7% notes due April 1, 1920. The 
notes are callable at 1011%4% and interest within six 
months, and thereafter at 100 and interest. The 
proceeds are to furnish funds principally for the 
retirement of the company’s $2,500,000 two-year 6% 
notes due June 15, 1919. The company’s net earnings 
for the year ended December 31, after deducting 
the annual prior charges, are reported equal to over 
three times the annual interest requirements on these 
notes. Oklahoma Gas & Electric Co. serves with 
electricity and gas important cities in Oklahoma, in 
cluding Oklahoma City and Muskogee. 








